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Briefing! Action 

MEMORANDUM 

April 1,2014 

TO: Audit Committee 

FROM: 	 ~~~Leslie Rubin, Legislative Analyst 
l Office of Legislative Oversight 

SUBJECT: Review of Results from FY13 External Audit and Extension of Audit Contract 

On Apri13rd
, the Audit Committee will receive a briefing from CliftonLarsonAllen LLP, the County 

Government's independent auditor, and Executive Branch staff on the results of the audits of the County 
Government's FY 13 financial statements and the financial statements of the County Government's 
retirement plans, and other audit-related work (Item #1). The Committee will also review a contract 
amendment to extend CliftonLarsonAllen's contract for an additional year (Item #2). 

The table below identifies staff from the independent auditor and County Government representatives 
scheduled to attend the briefing. 

Organization Independent Auditor's Staff 

OiftonLarsonAllen IlP 
Bill Oliver, Managing Partner, Timoniwn, 1v1D Office 
Keith Novak, Principal 
Cheri King, Engagement Director 

Department!Office Executive Branch Staff 

Department of Finance 
Joseph Beach, Director 
Karen Hawkins, Chief Operating Officer 
Lenny Moore, Gmtroller 

Montgomery County Employee Retirement Plans Linda Herman, Executive Director 

Department of Housing and Community Affairs TIm Goetzinger, Budget and Financial Manager 

Department of Technology Services 
Dieter Klinger, Chief Operating Officer 
Keith Young, Security Officer 

ERP!DTS Karen Plucinski, ERP Program Director 

Item #1. 	External Audit Findings 



Each year, an external certified public accounting firm performs audit work required by the County Charter 
and the County Code. The auditor's engagement is made up of several components. The primary 
components are listed in the table below. 

1 
• O:mnty Government 

Audit of the Financial 
Montgomery O:mnty Employee Retirement PlansStatements of the: • 

I. Montgomery O:mnty Union Employees Deferred O:>mpensation Plan 

2 Single Audit • Examination and review of infonnation and transactions related to the o:>unty 
Government's use of federal funds 

I 

3 
Agreed-upon 
Procedures related to: 

• The O:>unty Government's preparation of a report to the National Transit Database 

The O:>untyGovernment's certification of infonnation required by the Federal • 
Environmental Protection Agency related to local solid waste landfill facilities 

I 

CliftonLarsonAllen will complete the audit of the financial statements of the Montgomery County Union 
Employees Deferred Compensation Plan (MCUEDCP) in the coming weeks. The MCUEDCP closes its 
books on December 31 st each year. Consequently, the information required to complete the audit work is not 
available until the beginning of the calendar year and the audit work is completed on a different schedule 
than the audit of the County Government's and the retirement plans' financial statements. When this work is 
complete, OLO will forward the findings to the Audit Committee with an explanatory cover memo. 

Definition of Audit-Related Terms. CliftonLarsonAllen's findings include terminology that auditors use to 
report their findings. 1 These terms, which have specific meanings, are explained below. A control deficiency 
represents the lowest degree of risk to the County, and a material weakness the greatest. 

• 	 Control Deficiency - When the design or operation of a control does not allow management or 

employees, in the normal course ofperforming their assigned functions, to prevent, or detect and 

correct misstatements on a timely basis. 


• 	 Significant Deficiency A deficiency, or combination ofdeficiencies in internal control that is less severe 
than a material weakness, yet important enough to merit attention by those charged with governance. 

• 	 Material Weakness - A deficiency, or combination ofdeficiencies in internal control such that there 
is a reasonable possibility that a material misstatement of the financial statements will not be 
prevented, or detected and corrected on a timely basis. 

A. 	 FY 2013 Audit of the County Government Financial Statements 

CliftonLarsonAllen audited the basic financial statements of the County Government and issued two reports 
and a Management Letter summarizing its findings. This year, CliftonLarsonAllen did not identify any 
significant deficiencies or material weaknesses related to the audit of the County Government's financial 
statements. This contrasts with the two past years where the auditors identified two material weaknesses 
and eight significant deficiencies in the FYII audit and four material weaknesses and five significant 
deficiencies in the FYl2 audit. The FY13 findings are described below. 

Independent Auditor's Report. CliftonLarsonAlIen issued an Internal Auditor's Report, bound in the 
County Government's FY2013 Comprehensive Annual Financial Report. This report states that 
CliftonLarsonAllen found that the County Government's financial statements present fairly, in all 
material respects, the financial position of the County Government. See © 1. 

I To report their fmdings, auditors use a classification structure found in Statement on Auditing Standards (SAS) No. 112, 
Communicating Internal Control Related Matters Identified in an Audit. 
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~ep~rt on Inter'!al C!0ntrol. The Report on Internal Control Over Financial Reporting identifies any 
sIgmficant deficIencIes or material weaknesses identified by CliftonLarsonAllen. For FY13, 
CliftonLarsonAllen did not identify any material weaknesses or significant deficiencies related to its 
audit of the County Government's financial statements. The Report on Internal Control is bound in 
the County's Report on Single Audit - the review of the County's use of federal funds in FY 13 
(described below on page 4 of this memo). See ©3. 

Management Letter. CliftonLarsonAllen issues a Management Letter ifit identifies matters that it 
wants to bring to the attention of management, but the matters do not rise to the level of significant 
deficiencies or material weaknesses. CliftonLarsonAllen identified three matters for attention related 
to the FYl3 audit work. The matters are reproduced below along with the Executive's formal 
response. See ©5 for the Management Letter. See ©7 for the Executive's response. 

Summary of FY13 Management Letter Comments 

Auditor's Comment and Suggestion Management Response 

Infonnation Technology: Risk Assessments The (})Wlty concurs Vlith this recommendation. 

A periodic, fonnal Infonnation Technology (IT) risk While the (})Wlty perfonns informal internal risk 

assessment has not been conducted since December 2010. The assessments on a regular basis, resources to conduct 

organization may be Wlaware of risks threatening their IT 3rd-party formal risk assessments have been focused 

environment; therefore, a plan to mitigate those risks cannot on the evaluation of new or deployed systems. The 

be established. We recommend management contract an (})Wlty v.ri11 review resource allocations and work to 

independent third party to conduct a formal IT risk develop plans that v.ri11 allow for sufficient resources 

assessment, which is reviewed and updated on an annual basis. to perfonn 3rd-party formal risk assessments on the 
financial systems on a periodic basis. 

Infonnation Technology: Password Setting 
The password configurations for maximum password age and 
minimum password length for the Linux operating system that 
hosts the Oracle database were not set to comply Vlith (})unty 
(})mputer Security Guidelines or industry best practices. This 
presents a risk of Wlauthorized access to the (})Wlty'S 
financially significant systems and data. We recommend 
management reconfigure the Linux operating system 
maximum password age, parameter and minimum password 
length parameter to align Vlith the (})Wlty (})mputer Security 
Guidelines, which states that passwords should expire every 90 
days, and minimum password length should be at least 8 
characters long. 

The (})Wlty concurs Vlith the recommendation. The 
(})Wlty has reviewed the recommendation for 
Password Settings for the Linux OS and determined 
that we can change the minimum password length to 
be at least 8 characters long, as in practice we already 
meet this criteria. The Linux OS change to a 
minimum of at least 8 characters v.ri11 be implemented 
in the first quarter of calendar year 2014. The (})unty 
needs to further investigate operational impacts of 
forcing password expiration every 90 days, before a 
system change can be implemented. We estimate the 
operational impacts can be addressed and this Linux 
OS change can be implemented in the second or third 
quarter of calendar year 2014. 

Liquor Inventory The (})Wlty concurs Vlith this recommendation. The 

The pnce of liquor inventory items IS not consistently new ERP Warehouse Management System, which is 

supported by Wlderlying invoices. Failure to adjust inventory scheduled for implementation in the Spring of 2014 

pricing to reflect actual costs paid could cause misstatements and v.ri11 be fully integrated Vlith the (})Wlty'S ERP 

of amounts recorded on the financial statements. Management system, uses. the first-in, first-out (FIFO) inventory 

has indicated that they are in the process of implementing a valuation method. 

new ERP warehouse management system in FY 2014, which 
v.ri11 assist in the proper valuation of inventory. We recommend 
management record liquor items at the invoice cost to ensure 
price adjustments are properly accounted for in the inventory 
valuation. 

CliftonLarsonAllen also issued a letter with information about matters related to the audit. See © I O. 
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B. 	 FY 2013 Audit of the Montgomery County Employee Retirement Plans 

CliftonLarsonAllen audited the financial statements of plan net position of the Montgomery County Employee 
Retirement Plans for the year ended June 30, 2013. In an Independent Auditors' Report bound in the 
Retirement Plans' CAFR, the auditors state that the financial statements present fairly, in all material respects, 
the plan net position of the Plans and changes in financial position. See ©26. CliftonLarsonAllen issued a 
Report on Internal Control Over Financial Reporting stating that it did not identify any significant 
deficiencies or material weaknesses related to its audit of the Retirement Plans' financial statements. See 
©28. CliftonLarsonAllen did not issue a Management Letter for the Retirement Plans. CliftonLarsonAllen 
also issued a letter with infonnation about significant matters related to the audit. See ©30. 

C. 	 Federal Single Audit 

The Federal Single Audit (also referred to as the OMB A-133 Audit) is a federally-mandated audit perfonned 
on entities that expend $500,000 or more in federal funds in a year. Typically, this work is perfonned by a 
certified public accounting finn. As part of the Council's contract for audit services, the external auditor 
perfonns this work annually for the County Government. The findings from this audit work are complied in 
the County Government's Report on Single Audit, prepared annually by the Department ofFinance. See ©39. 

CliftonLarsonAllen identified two significant deficiencies related to the County Government's expenditure 
of federal funds in FY13. The complete findings and management's responses are found on ©55-57. The 
table below summarizes CliftonLarsonAllen's findings identified in the Single Audit. 

Summary of Findings in FY13 Report on Single Audit 

Finding and 
Federal Program Summary Management's 

Response 

Community Development Block Grant 
The Department of Housing and Community Affairs 
(DHCA) used federal funds to pay for $3,294.10 in 
unallowable costs related to a student educational trip. 

(1;) 55-56 

Home Investment Partnership Program DHCA did not inspect certain housing projects in 
accordance 'With federal compliance requirements. 

© 56-57 

! 

CliftonLarsonAllen also reexamined the five findings identified by the auditor in last year's single audit and 
found that the issues that led to those findings have been resolved. See ©58-62. 

D. 	 Other Audit Work 

The subsections below summarize CliftonLarsonAllen's findings from other audit work perfonned this year. 

1. 	 Agreed-Upon Procedures - Related to the Annual Certification of Financial Assurance 
Mechanisms for Local Government Owners and Operators of Municipal Solid Waste 
Landfill Facilities 

These agreed-upon procedures2 are related to an assessment of the County Government's compliance with 
Federal financial assurance criteria related to local government-owned and -operated solid waste landfills. 
CliftonLarsonAllen found no exceptions as a result of the procedures they perfonned. See ©63. 

2 For the agreed-upon procedures work, the auditor performs procedures agreed to by County Government management. 
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2. Agreed-Upon Procedures - Related to the Federal Transit Administration's National 
Transit Database 

These agreed-upon procedures are performed to assist users in evaluating assertions by County Government 
management of the County Government's compliance with data recording and reporting requirements related 
to the Federal National Transit Database. In its testing, CliftonLarsonAllen found nine exceptions where the 
County included incorrect information on federal forms. Of these nine exceptions, five were also included 
on the Federal Funding Allocation Statistics -Form. See ©67. 

3. 	 Maryland 9-1-1 Emergency Number Systems Program - Schedule of Maintenance and 
Operating Revenues and Expenses 

CliftonLarsonAllen audited the Schedule of Maintenance and Operating Revenue and Expenditures of the 
Maryland 9-1-1 Emergency Number Systems Program of Montgomery County (the Program) for the year 
ended June 30, 2013. The auditor found that the Schedule presents fairly, in all material respects, the 
maintenance and operating revenue and expenditures of the Program for the year ended June 30, 2013. 
CliftonLarsonAllen did not find any significant deficiencies or material weaknesses related to this audit 
work. The Schedule ofMaintenance and Operating Revenues and Expenditures is attached at ©80 and a 
Report on Internal Control is attached at ©87. 

Item #2. Extension of External Audit Contract with CliftonLarsonAllen LLP 

Staff Recommendation: 	 Recommend Council approval of a resolution authorizing the Council 
President to contract with CliftonLarsonAllen LLP to conduct the audit of 
the FY14 financial statements. 

The Council and CliftonLarsonAllen entered into Contract #1322846323 for the audit of the County 
Government financial statements, the audit of the financial statements of the Montgomery County Employee 
Retirement Plans, the audit of the financial statements of the Montgomery County Union Employees 
Deferred Compensation Plan, and related services on April 25, 2013. The contract states that the Council 
may renew the contract, one year at a time, for two additional one-year periods. Amendment #1 will renew 
the contract for one additional year to complete FY14 audit work. The County Attorney's Office reviewed 
the amendment for form and legality. See ©89. 

A Council resolution to authorize the Council President to contract for these audit services for the fiscal year 
ending June 30,2014 and the calendar year ending December 31,2014, is attached at ©93. If approved by 
this Committee, the Council is scheduled to introduce the resolution on April 8, 2014. 

According to the Council's contract with CliftonLarsonAllen, the fees for audit services are fixed for the first 
two years of the contract. Accordingly, CliftonLarsonAllen is not seeking a fee increase for the FY14 work. 
Amendment #1 indicates that the cost for FY14 audit services totals $304,061. The cost of the work outlined 
in the amendment is summarized in the table on the next page. 
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The following documents related to the audit work are attached. 

Attachment 

Independent A uditois Report 

Report onIntemal 0Jntrd 

Management Letter 

Executive Branch Response to the FY13 Management Letter 

diftonLarsonAllen letter re: matters related to the FY13 audit 

(1:)1 

Landfill Oosure and Post-Oosure Costs - Independent Accountant's Repon on Agreed-Upon Procedures 

Federal Transit Administration's National Transit Database - Independent Accountant's Repon on 
Agreed-Upon Procedures 

:.Maryland 9-1-1 Emergency Nmnber Systems Program - Schedule of :Maintenance and Operating 
Revenues and Expenditures 

Report onIntemal 0Jntrd - County 9-1-1 Program 

Contract Renewal 

i Amendment # 1 to Contract # 1322846323 "With diftonLarsonAllen 

I Resolution for Renewal of Council Contract for Audit Services 
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CliftonLarsonAilen LLP 
www.ciiftonlarsonallen.com 

CliftonLarsonAllen 

INDEPENDENT AUDITORS' REPORT 

The Honorable County Council 
of Montgomery County, Maryland 

Report on the Financial Statements 
We have audited the accompanying financial statements of the governmental activities, the business-type 
activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining 
fund information of Montgomery County, Maryland (the County), as of and for the year ended June 30, 2013, 
and the related notes to the financial statements, which collectively comprise the County's basic financial 
statements as listed in the table of contents. 

Management's Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of 
financial statements that are free from material misstatement, whether due to fraud or error. 

Auditors' Responsibility 
Our responsibility is to express opinions on these financial statements based on our audit. We did not audit the 
financial statements of the Montgomery County Revenue Authority and Bethesda Urban Partnership, Inc., which 
represent 17 percent, 6 percent, and 8 percent, respectively, of the assets, net position and revenues of the non
major component units. Those statements were audited by other auditors whose report has been furnished to 
us, and our opinion, insofar as it relates to the amounts included for the Montgomery County Revenue Authority 
and Bethesda Urban Partnership, Inc., is based solely on the report of the other auditors. We conducted our 
audit in accordance with auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller 
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free from material misstatement. The financial 
statements of Bethesda Urban Partnership, Inc. were not audited in accordance with Government Auditing 
Standards. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditors' judgment, including the assessment of 
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those 
risk assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation 
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but 
not for the purpose of expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we 
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and 
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinions. 

Opinions 
In our opinion, based on our audit and the report of other auditors, the financial statements referred to above 
present fairly, in all material respects, the respective financial position of the governmental activities, the 
business-type activities, the aggregate discretely presented component units, each major fund, and the 
aggregate remaining fund information of Montgomery County, Maryland as of June 30, 2013, and the respective 
changes in financial position and, where applicable, cash flows thereof for the year then ended in accordance 
with accounting principles generally accepted in the United States of America. 
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Other Matters 
Required Supplementary In/ormation 
Accounting principles generally accepted in the United States of America require that the management's 
discussion and analysis, budgetary comparison information for the general, housing initiative and grants funds, 
and the Consolidated Retiree Health Benefits Trust on pages 124-131 and 132 be presented to supplement the 
basic financial statements. Such information, although not a part of the basic financial statements, is required by 
the Governmental Accounting Standards Board who considers it to be an essential part of financial reporting for 
placing the basic financial statements in an appropriate operationat economic, or historical context. We and 
other auditors have applied certain limited procedures to the required supplementary information in accordance 
with auditing standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for consistency 
with management's responses to our inquiries, the basic financial statements, and other knowledge we obtained 
during our audit of the basic financial statements. We do not express an opinion or provide any assurance on the 
information because the limited procedures do not provide us with sufficient evidence to express an opinion or 
provide any assurance. 

Other In/ormation 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the County's basic financial statements. The combining and individual fund financial statements and 
supplementary schedules are presented for purposes of additional analysis and are not a required part of the 
basic financial statements. 

The combining and individual fund financial statements and supplementary schedules are the responsibility of 
management and was derived from and relates directly to the underlying accounting and other records used to 
prepare the basic financial statements. Such information has been subjected to the auditing procedures applied 
in the audit of the basic financial statements and certain additional procedures, including comparing and 
reconciling such information directly to the underlying accounting and other records used to prepare the basic 
financial statements or to the basic financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America by us and other auditors. 
In our opinion, based on our audit, the procedures described above, and the report of the other auditors, the 
combining and individual fund financial statements and supplementary schedules are fairly stated, in all material 
respects, in relation to the basic financial statements as a whole. 

The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit 
of the basic financial statements, and accordingly, we do not express an opinion or provide any assurance on it. 

Other Reporting Required by Government Auditing Standards 
In accordance with Government Auditing Standards, we have also issued our report dated December 20, 2013, 
on our consideration of the County's internal control over financial reporting and on our tests of its compliance 
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of 
that report is to describe the scope of our testing of internal control over financial reporting and compliance and 
the result of that testing, and not to provide an opinion on internal control over financial reporting or on 
compliance. That report is an integral part of an audit performed in accordance with Government Auditing 
Standards in conSidering the County's internal control over financial reporting and compliance. 

~LLf 
CliftonlarsonAllen LLP 
Arlington, Virginia 
December 20, 2013 
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CliftonLarsonAlien LLP 
www.cliftonlarsonallen.com 

CliftonLarsonAllen 

Independent Auditors' Report on Internal Control Over Financial Reporting 

and on Compliance and Other Matters Based on an Audit of Financial Statements 


Performed in Accordance with GOllernment Auditing Standards 


The Honorable County Council 
of Montgomery County, Maryland 

Rockville, Maryland 

We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the governmental activities, the business
type activities, the aggregate discretely presented component units, each major fund, the budgetary 
comparison of the General Fund, and the aggregate remaining fund information of Montgomery County, 
Maryland (the County), as of and for the year ended June 30, 2013, and the related notes to the financial 
statements, which collectively comprise the County's basic financial statements, and have issued our report 
thereon dated December 20, 2013. Our report includes a reference to other auditors who audited the financial 
statements of the Montgomery County Revenue Authority and the Bethesda Urban Partnership, Inc. as 
described in our report on the County's financial statements. This report does not include the results of the 
other auditor's testing of internal control over financial reporting or compliance and other matters that are 
reported separately by those auditors. The financial statements of Bethesda Urban Partnership, Inc. were not 
audited in accordance with Government Auditing Standards. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the County's internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the County's internal control. Accordingly, we do not express an 
opinion on the effectiveness of the County's internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in 
internal control, such that there is a reasonable possibility that a material misstatement of the entity's financial 
statements will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a 
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not 
been identified. 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the County's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of 
our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and 
the result of that testing, and not to provide an opinion on the effectiveness of the County's internal control or 
on compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the Countys internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

CliftonLarsonAlien LLP 

Arlington, Virginia 
December 20, 2013 
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CliftonLarsonAllen 


The Honorable County Council 
of Montgomery County, Maryland 

Rockville, Maryland 

In planning and performing our audit of the financial statements of Montgomery County, Maryland (the County) 
as of and for the year ended June 30, 2013, in accordance with auditing standards generally accepted in the 
United States of America, we considered the County's internal control over financial reporting (internal control) 
as a basis for designing audit procedures that are appropriate in the circumstances for the purpose of expressing 
our opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of 
the County's internal control. Accordingly, we do not express an opinion on the effectiveness of the County's 
internal control. 

However, during our audit we became aware of deficiencies in internal control other than significant 
deficiencies and material weaknesses and other matters that are opportunities to strengthen your internal 
control and improve the efficiency of your operations. Our comments and suggestions regarding those matters 
are summarized below. We previously provided a written communication dated December 20, 2013, on the 
County's internal control.This letter does not affect our communication dated December 20, 2013. 

INFORMATION TECHNOLOGY 

Risk Assessments 

A periodic, formal Information Technology (IT) risk assessment has not been conducted since December 2010. 
The organization may be unaware of risks threatening their IT environment; therefore, a plan to mitigate those 
risks cannot be established. We recommend management contract an independent third party to conduct a 
formal IT risk assessment, which is reviewed and updated on an annual basis. 

Password Setting 

The password configurations for maximum password age and minimum password length for the Linux operating 
system that hosts the Oracle database were not set to comply with County Computer Security Guidelines or 
industry best practices. This presents a risk of unauthorized access to the County's financially significant systems 
and data. We recommend management reconfigure the Linux operating system maximum password age, 

parameter and minimum password length parameter to align with the County Computer Security Guidelines, 
which states that passwords should expire every 90 days, and minimum password length should be at least 8 
characters long. 

LIQUOR INVENTORY 

The price of liquor inventory items is not consistently supported by underlying invoices. Failure to adjust 
inventory pricing to reflect actual costs paid could cause misstatements of amounts recorded on the financial 
statements. Management has indicated that they are in the process of implementing a new ERP warehouse 
management system in FY 2014, which will assist in the proper valuation of inventory. We recommend 
management record liquor items at the invoice cost to ensure price adjustments are properly accounted for in 
the inventory valuation. 

1~li:il 
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We will review the status of these comments during our next audit engagement. We have already discussed 
many of these comments and suggestions with various County personnel, and we will be pleased to discuss 
them in further detail at your convenience, to perform any additional study of these matters, or to assist you in 
implementing the recommendations. 

This communication is intended solely forthe information and use of County Council, management, and federal 
awarding agencies and pass-through entities and is not intended to be, and should not be, used by anyone other 
than these specified parties. 

CliftonLarsonAlien LLP 

Arlington, Virginia 
December 20, 2013 
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OFFICE OF THE COUNTY EXECUTIVE 
ROCKVILLE, MARYLAND 20850 

Isiah Leggett 
MEMORANDUMCounty Executive 

February 7,2014 

TO: 

FROM: 

Craig Rice, Council President ')~ 

Isiah Leggett, County ExeCutive-A ~ 
SUBJECT: Response to Management Letter from CliftonLarsonAllen LLP for the Fiscal Year 

Ended June 30,2013 

Attached please find the Executive Branch's formal response to the management 
letter referenced above which you requested in your memorandum of January 17,2014. 

We look forward to discussing the recommendations, and the County's progress 
in implementing improvements, with the Audit Committee on March 13. If you or your staff 
have any questions prior to that date, please contact Joseph F. Beach, Director, Department of 
Finance, at x78870. 

IL:sg 

Attachment 

c: 	 Timothy Firestine, Chief Administrative Officer 
Joseph F. Beach, Director, Department ofFinance 
Jennifer Hughes, Director, Office ofManagement and Budget 
'Bormie Kirkland, Assistant Chief Administrative Officer 
George Griffin, Director, Department ofLiquor Control 
Sonny Segal, Chief Infonnation Officer, Department of Technology Services 
Dieter Klinger, Chief Technology Officer, Department of Technology Services 
Steve Farber, Council Administrator 

24().o773-3SS6 TTYmontgomerycountymd.gov/311 
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Attachment 

COmIty Response to Management Letter 

For the Audit of COmIty Government Financial Statements 


For the Fiscal Year Ended June 30, 2013 


1. INFORMATION TECHNOLOGY - RISK ASSESSMENTS 

Comment and Suggestion: 

A periodic, fonnal Information Technology (IT) risk assessment has not been conducted 
since December 2010. The organization may be unaware of risks threatening their IT 
environment; therefore, a plan to mitigate those risks cannot be established. We 
recommend management contract an independent third party to conduct a formal IT risk 
assessment, which is reviewed and updated on an annual basis. 

Response: 

The County concurs with this recommendation. While the ComIty performs informal 
internal risk assessments on a regular basis, resources to conduct 3rd-party formal risk 
assessments have been focused on the evaluation of new or deployed systems. The 
County will review resource allocations and work to develop plans that will allow for 
sufficient resources to perform 3rd-party formal risk assessments on the financial systems 
on a periodic basis. 

2. INFORMATION TECHNOLOGY - PASSWORD SETTING 

Comment and Suggestion: 

The password configurations for maximum password age and minimum password length 
for the Linux operating system that hosts the Oracle database were not set to comply with 
County Computer Security Guidelines or industry best practices. This presents a risk of 
unauthorized access to the County's financially significant systems and data. We 
recommend management reconfigure the Linux operating system maximum password 
age, parameter and minimum password length parameter to align with the County 
Computer Security Guidelines, which states that passwords should expire every 90 days 
and minimum password length should be at least 8 characters long. ' 

Response: 

The County concurs with this recommendation. The County has reviewed the 
recommendation for Password Settings for the Linux OS and determined that we can 
change the minimum password length to be at least 8 characters long, as in practice we 
already meet this criteria. The Linux OS change to a minimum ofat least 8 characters 



will be implemented in the first quarter of calendar year 2014. The County needs to 
further investigate operational impacts of forcing password expiration every 90 days, 
before a system change can be implemented. We estimate that operational impacts can 
be addressed and this Linux OS change can be implemented in the second or third quarter 
of calendar year 2014. 

3. LIQUOR INVENTORY 

Comment and Suggestion: 

The price of liquor inventory items is not consistently supported by underlying invoices. 
Failure to adjust inventory pricing to reflect actual costs paid could cause misstatements 
of amounts recorded on the financial statements. Management has indicated that they are 
in the process of implementing a new ERP warehouse management system in FY 2014, 
which will assist in the proper valuation of inventory. We recommend management 
record liquor items at the invoice cost to ensure price adjustments are properly accounted 
for in the inventory valuation. 

Response: 

The County concurs with this recommendation. The new ERP Warehouse Management 
System, which is scheduled for implementation in the Spring of2014 and will be fully 
integrated with the County's ERP system, uses the first-in, first-out (FIFO) inventory 
valuation method. 

2 
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CliftonLarsonAllen 

December 20, 2013 

The Honorable County Council 
of Montgomery County, Maryland 

Rockville, Maryland 

We have audited the accompanying financial statements of the governmental activities, the business
type activities, the aggregate discretely presented component units, each major fund, and the aggregate 
remaining fund information of Montgomery County, Maryland (the County) as of and for the year ended 
June 30, 2013, and have issued our report thereon dated December 20, 2013. Our report includes a 
reference to other auditors who audited the financial statements of the Montgomery County Revenue 
Authority and the Bethesda Urban Partnership, Inc. as described in our report on the County's financial 
statements. We have previously communicated to you information about our responsibilities under 
auditing standards generally accepted in the United States of America and Government Auditing 
Standards, as well as certain information related to the planned scope and timing of our audit. 
Professional standards also require that we communicate to you the following information related to 
our audit. 

Significant audit findings 
Qualitative aspects afaccaunting practices 

Accounting policies 

Management is responsible for the selection and use of appropriate accounting policies. The significant 
accounting policies used by the County are described in Note 1 to the financial statements. 

For the year ended June 3D, 2013, the financial statements include of the impact of adoption of 
Governmental Accounting Standards Board (GASB) Statement numbers 52 and 53. 

GASBS 52, Codification of Accounting and Financial Reporting Guidance Contained in Pre-November 30, 
1989 FASB and AICPA Pronouncements, supersedes GASBS 20. GASBS 20 gave governments the choice 
to elect to follow only the authoritative literature of the Governmental Accounting Standards Board 
(GASB) or to follow Financial Accounting Standards Board (FASB) and American Institute of Certified 
Public Accountants (AICPA) pronouncements that did not conflict with GASB pronouncements. Upon 
adoption of GASBS 52, all governmental accounting guidance pre-November 1989 is codified into the 
GASB literature. 

GASBS 53, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows ofResources, and Net 
Position, provides guidance on reporting deferred outflows and inflows of resources. It also renames the 
residual of all other amounts presented in the statement of financial position from "net assets" to "net 
position." The financial statements include the statement of net position, which reports all assets, 
deferred outflows of resources, liabilities, deferred inflows of resources, and net position, as defined. 
Adoption of future GASB standards will include reporting of some items previously reported as assets 
and liabilities as deferred outflows and inflows of resources. 

l:~ TEN ~ AT !O~ A 1. 
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We noted no transactions entered into by the County during the year for which there is a lack of 
authoritative guidance or consensus. All significant transactions have been recognized in the financial 
statements in the proper period. 

Accounting estimates 

Accounting estimates are an integral part of the financial statements prepared by management and are 
based on management's knowledge and experience about past and current events and assumptions 
about future events. Certain accounting estimates are particularly sensitive because of their significance 
to the financial statements and because of the possibility that future events affecting them may differ 
significantly from those expected. The most sensitive estimates affecting the financial statements were 
statements were the depreciable lives of capital assets, landfill post-closure costs, allowance for 
uncollectible loans, claims liabilities, including incurred but not reported claims for self-insurance and 
health insurance, for the postemployment benefits (OPEB) liability and pension costs. 

• 	 Management's estimate of the depreciable lives of capital assets is based on the 
implementation guides for GASB Statement No. 34 published by the Governmental Accounting 
Standards Board. We evaluated the key factors and assumptions used to estimate the useful 
lives for various asset classes including the depreciation of infrastructure in determining that it is 
reasonable in relation to the financial statements taken as a whole. 

• 	 Management's estimate of the liability for landfill post-closure costs is based on an estimate 
determined by an external engineering firm, which the County continues to monitor. We 
evaluated the key factors and assumptions used to develop the liablity for landfill post-closure 
costs in determining that it is reasonable in relation to the financial statements taken as a 
whole. 

• 	 Management's estimate of the allowance for uncollectible loans is based on loans that have met 
terms and conditions to be forgivable; however, the loan was not written off at year-end. We 
evaluated the key factors and assumptions used to develop the allowance for uncollectible loans 
in determining that it is reasonable in relation to the financial statements taken as a whole. 

• 	 Management's estimate of the claims liabilities, including incurred but not reported claims for 
self-insurance and health insurance is based on computations performed by outside specialists, 
including actuarial computations of incurred but not reported claims were relied upon to 
establish the amounts of claims liabilities under self-insurance programs. We evaluated the key 

factors and assumptions used to develop the claims liabilities in determining that it is 
reasonable in relation to the financial statements taken as a whole. 

• 	 Management's estimate of the other post employment benefits (OPEB) liability is based on 
computations performed by outside specialists, including actuarial computations and 
assumptions that were relied upon to determine the Schedule of Funding Progress and Net 
OPEB Obligation. We evaluated the key factors and assumptions used to develop the OPEB 
liability in determining that it is reasonable in relation to the financial statements taken as a 
whole. 

• 	 Management's estimate of pension costs is based on computations performed by outside 
specialists, including actuarial computations and assumptions. We evaluated the key factors 
and assumptions used to develop the pension costs in determining that it is reasonable in 
relation to the financial statements as a whole. 



Financial statement disclosures 

Certain financial statement disclosures are particularly sensitive because of their significance to financial 
statement users. There were no particularly sensitive financial statement disclosures. 

The financial statement disclosures are neutral, consistent, and clear. 

Difficulties encountered in per/orming the audit 

We encountered no significant difficulties in dealing with management in performing and completing 
our audit. 

Uncorrected misstatements 

Professional standards require us to accumulate all misstatements identified during the audit, other 
than those that are clearly trivial, and communicate them to the appropriate level of management. 
Management did not identify and we did not notify them of any uncorrected financial statement 
misstatements. 

Corrected misstotements 

Management did not identify and we did not notify them of any financial statement misstatements 
detected as a result of audit procedures. 

Disagreements with management 

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or 
auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial 
statements or the auditors' report. No such disagreements arose during our audit. 

Management representations 

We have requested certain representations from management that are included in the attached 
management representation letter dated December 20, 2013. 

Management consultations with other independent accountants 

In some cases, management may decide to consult with other accountants about auditing and 
accounting matters, similar to obtaining a "second opinion" on certain situations. If a consultation 
involves application of an accounting principle to the County's financial statements or a determination 
of the type of auditors' opinion that may be expressed on those statements, our professional standards 
require the consulting accountant to check with us to determine that the consultant has all the relevant 
facts. To our knowledge, there were no such consultations with other accountants. 

Significant issues discussed with management prior to engagement 

We generally discuss a variety of matters, including the application of accounting principles and auditing 
standards, with management each year prior to engagement as the County's auditors. However, these 
discussions occurred in the normal course of our professional relationship and our responses were not a 
condition to our engagement. 



Other audit findings or issues 

We have provided a separate letter to you dated December 20, 2013, communicating internal control 
related matters identified during the audit. 

Audits of group financial statements 

We noted no matters related to the group audit that we consider to be significant to the responsibilities 
of those charged with governance ofthe group. 

Quality of component auditors work 

There were no instances in which our evaluation of the work of a component auditor gave rise to a 
concern about the quality of that auditor's work. 

Limitations on the group audit 

There were no restrictions on our access to information of components or other limitations on the 
group audit. 

Other information in documents containing audited financial statements 

With respect to the required supplementary information (RSI) accompanying the financial statements, 
we made certain inquiries of management about the methods of preparing the RSI, including whether 
the RSI has been measured and presented in accordance with prescribed guidelines, whether the 
methods of measurement and preparation have been changed from the prior period and the reasons for 
any such changes, and whether there were any significant assumptions or interpretations underlying the 
measurement or presentation of the RSI. We compared the RSI for consistency with management's 
responses to the foregoing inquiries, the basic financial statements, and other knowledge obtained 
during the audit of the basic financial statements. Because these limited procedures do not provide 
sufficient evidence, we did not express an opinion or provide any assurance on the RSI. 

With respect to the combining and individual fund financial statements and supplementary schedules 
(collectively, the supplementary information) as defined in the table of contents, accompanying the 
financial statements, on which we were engaged to report in relation to the financial statements as a 
whole, we made certain inquiries of management and evaluated the form, content, and methods of 
preparing the information to determine that the information complies with accounting principles 
generally accepted in the United States of America, the method of preparing it has not changed from 
the prior period or the reasons for such changes, and the information is appropriate and complete in 
relation to our audit of the financial statements. We compared and reconciled the supplementary 
information to the underlying accounting records used to prepare the financial statements or to the 
financial statements themselves. We have issued our report thereon dated December 20, 2013. 

The introductory and statistical sections (the other information) accompanying the financial statements, 
which is the responsibility of management, was prepared for purposes of additional analysis and is not a 
required part of the financial statements. Such information was not subjected to the auditing 
procedures applied in the audit of the financial statements, and, accordingly, we did not express an 
opinion or provide any assurance on it. 



DeCC!'Y~~:)er 2013 
County, 

Our auditors' opinion, the audited financial statements, and the notes to financial statements should 
only be used in their entirety. Inclusion of the audited financial statements in a document you prepare, 
such as an annual report, should be done only with our prior approval and review of the document. 

* * * 

This communication is intended solely for the information and use of the County Council, management 
of Montgomery County, Maryland and is not intended to be, and should not be, used by anyone other 
than these specified parties. 

CliftonlarsonAlien llP 

Arlington, Virginia 



OFFICE OF THE COUNTY EXECUTIVE 
Isiab Leggett Timothy L. Firestine 

County Executive December 20,2013 ChiefAdminulranve Officer 

CliftonLarsonAllen LLP 
4250 Fairfax Drive, Suite 1020 
Arlington, Virginia 22203 

Dear Ladies and Gentlemen: 

This representation letter is provided in connection with your audit of the financial 
statements of Montgomery County~ Maryland (the County), which comprise the respective 
financial position of the governmental activities, the business~type activities, the aggregate 
discretely presented component units, each major fund, and the aggregate remaining fund 
information (opinion units) as of June 30,2013, and the respective changes in financial position 
and, where applicable, cash flows for the year then ended. and the related notes to the financial 
statements~ for the purpose of expressing opinions on whether the financial statements are 
presented fairly, in all material respects, in accordance with accounting principles generaUy 
accepted in the United States ofAmerica (U.S. GAAP). 

Certain representations in this letter are described as being limited to matters that are 
material. Items are considered material, regardless of size, if they involve an omission or 
misstatement of accounting information that, in light of surrounding circumstances, makes it 
probable that the judgment of a reasonable person relying on the information would be changed 
or influenced by the omission or misstatement. 

We confirm, to the best of our knowledge and belief, as of December 20, 2013 the 
following representations made to you during your audit of the financial statements as of and for 
the year ended June 30, 2013. 	 ..' 

Financial Statements 

• 	 We have fulfilled our responsibilities, as set out in the terms of the audit engagement 
letter dated May 8, 2013, for the preparation and fair presentation of the financial 
statements in accordance with U.S. GAAP. The financial statements include all properly 
classified funds and other financial information of the primary government and all 
component units required by generally accepted accounting principles to be included in 
the :financial reporting entity. 

• 	 We acknowledge and have fulfilled our responsibility for the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of 
financial statements that are free from material misstatement, whether due to fraud or 
error. 
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• 	 We acknowledge our responsibility for the design, implementation, and maintenance of 
internal control to prevent and detect fraud. 

• 	 We have identified all accounting estimates that could be material to the fmancial 
statements, including the key factors and significant assumptions used in making those 
estimates, and we believe the estimates (including those measured at fair value) and the 
significant assumptions used in making those accounting estimates are reasonable. 

• 	 Significant estimates have been appropriately accounted for and disclosed in accordance 
with the requirements ofnS. GAAP. Significant estimates are estimates at the financial 
statement date that could change materially within the next year. 

• 	 Related party relationships and transactions, including. but not limited to, revenues, 
expenditures/expenses, loans, transfers, leasing arrangements, and guarantees, and 
amounts receivable from or payable to related parties have been appropriately accounted 
for and disclosed in accordance with the requirements ofU.S. GAAP. 

• 	 All events occurring subsequent to the date of the financial statements and for which U.S. 
GAAP requires adjustment"or disclosure have been adjusted or disclosed. 

• 	 The effects of uncorrected misstatements are immaterial. both individually and in the 
aggregate, to the financial statements for each opinion unit. A list of uncorrected 
misstatements is attached to the representation letter. 

• 	 The effects of all known actual or possible litigation, claims, and assessments have been 
accounted for and disclosed in accordance with U.S. GAAP. 

• 	 Guarantees, whether written or oral, under which the County is contingently liable, if 
any, have been properly recorded or disclosed in accordance with U.S. GAAP. 

• 	 Arrangements with financial institutions involving repurchase, reverse repurchase, or 
securities lending agreements, compensating balances, or other arrangements involving 
restrictions on cash balances and line-of~credit or similar arrangements, have been 
properly recorded or disclosed in the financial statements. 

• 	 Receivables recorded in the financial statements represent valid claims against debtors 
I 

for transactions arising on or before the fmancial statement date and have been reduced to 
their estimated net realizable value. 

• 	 Agreements to repurchase assets previously sold, if applicable, have been properly 
disclosed. 

• 	 We have no plans or intentions that may materially affect the carrying value or 
classification ofassets, liabilities, or equity. 
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• 	 Capital assets have been evaluated for impairment as a result of significant and 
unexpected decline in service utility. Impainnent loss and insurance recoveries have been 
properly recorded. 

• 	 We believe that the actuarial assumptions and methods used to measure pension and 
other postemployment benefits (OPEB) liabilities and costs for financial accounting 
purposes are appropriate in the circumstances. 

• 	 We do not plan to make frequent amendments to our pension or other postretirement 
benefit plans. 

• 	 Except as had been disclosed in the financial statements, we are not aware of any 
pollution remediation obligations which would require an adjustment to or disclosure in 
the financial statements in accordance with GASB 49, Accounting and Reporting for 
Pollution Remediation Obligations. 

• 	 We are not aware of any intangible assets which would require an adjustment for or 
disclosure in the financial statements in accordance with GASB 51. Accounting and 
Reporting for Intangible Assets. 

• 	 We have implemented GASB 63. Deferred Outflows ofResources, Deferred Inflows of 
Resources and Net Position, and made all adjustments to the financial statements and 
disclosures, where applicable as required under this Statement 

Information Provided 
• 	 We baveprovided you with: 

o 	 Access to all infonnation, of which we are aware, that is relevant to the 
preparation and fair presentation of the financial statements such as records, 
documentation, and other matters. 

o 	 Additional infonnation that you have requested from us for the purpose of the 
audit. 

o 	 Unrestricted access to persons within the County from whom you determined it 
necessary to obtain audit evidence. 

o 	 All commtmications from regulatory agencies, grantors, lender~ and other 
funding sources concerning noncompliance with, or deficiencies in, financial 
reporting practices. 

o 	 All commtmications from regulatory agencies, grantors, lenders, and other 
funding sources concerning noncompliance with the provisions of laws, 
regulations, contracts, and grant agreements. 

o 	 Access to all audit or relevant monitoring reports, if any, received from funding 
sources. 

@ 
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• 	 All material transactions have been recorded in the accounting records and are reflected 
in the financial statements, 

• 	 We have disclosed to you the results of our assessment of the risk that the financial 
statements may be materially misstated as a result of fraud, 

• 	 We have no knowledge of any significant fraud or suspected fraud that affects the County 
and involves: 

o 	 Management; 

o 	 Employees who have significant roles in internal control; or 

o 	 Others when the fraud could have a material effect on the fmancial statements. 

• 	 We have no knowledge of any allegations of significant fraud. or suspected fraud, 
affecting the County's financial statements communicated by employees, fonner 
employees, grantors, regulators, or others. 

• 	 We have no knowledge of any instances of noncompliance or suspected noncompliance 
with laws and regulations and provisions of contracts and grant agreements, or abuse 
whose effects should be considered when preparing financial statements. 

• 	 We have disclosed to you all known actual or possible litigation, claims, and assessments 
whose effects should be considered when preparing the financial statements. 

• 	 There are no other material liabilities or gain or loss contingencies that are required to be 
accrued or disclosed in accordance with U,So GAAP. 

• 	 We have disclosed to you the identity of the County's related parties and all the related 
party relationships and transactions ofwhich we are aware. 

• 	 The County has satisfactory title to all owned assets, and there are no liens or 
encumbrances on such assets, nor has any asset been pledged as collateral; except as 
made known to you and disclosed in the financial statements. 

• 	 We have a process to track the status of audit findings and recommendations. 

• 	 We have identified to you any previous audits. attestation engagements, and other studies 
related to the audit objectives and whether related recommendations have been 
implemented. 

• 	 We have provided our views on reported findings, conclusions, and recommendations, as 
well as our planned corrective actions, for the report. 
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• 	 We are responsible for compliance with the laws, regulations. and provisions of contracts 
and grant agreements applicable to the County, including tax or debt limits and debt 
contracts; and we have identified and disclosed to you all laws, regulations, and 
provisions of contracts and grant agreements that we believe have a direct and material 
effect on the determination of fInancial statement amounts or other financial data 
signifIcant to the audit objectives, including legal and contractual provisions for reporting 
specific activities in separate funds. 

• 	 There are no violations or possible violations of budget ordinances, laws and regulations 
(including those pertaining to adopting, approving, and amending budgets), provisions of 
contracts and grant agreements, tax or debt limits, and any related debt covenants whose 
effects should be considered for disclosure in the financial statements, or as a basis for 
recording a loss contingency, or for repo.rting on noncompliance. 

• 	 The County has complied with all aspects of contractual or grant agreements that would 
have a material effect on the fmancial statements in the event of noncompliance. 

• 	 We have followed all applicable laws and regulations in adopting, approving, and 
amending budgets. 

.. 
• 	 The financial statements include all component units as well as joint ventures with an 

equity interest, and properly disclose all other joint ventures. jointly governed 
organizations, and other related organizations. 

• 	 The financial statements properly classify all funds and activities. 

• 	 All funds that meet the quantitative criteria in GASB Statement Nos. 34 and 37 for 
presentation as major are identified and presented as such and all other funds that are 
presented as major are particularly important to financial statement users. 

• 	 Components of net position (net investment in capital assets; restricted; and unrestricted) 
and equity amounts are properly classified and, if applicable, approved. 

• 	 Fund balance classifications for governmental funds are properly recorded in accordance 
with GASB 54. 

• 	 Investments, derivative instruments, and land and other real estate held by endowments 
are properly valued. 

• 	 Provisions for uncollectible receivables have been properly identified and recorded 

• 	 Expenses have been appropriately classified in or allocated to functions and programs in 
the statement of activities, and allocations have been made on a reasonable basis. 

• 	 Revenues are appropriately classified in the statement of activities within program 
revenues, general revenues, contributions to term or permanent endowments, or 
contributions to permanent fund principal. 
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• 	 Interfund, internal, and intra-entity activity and balances have been appropriately 
classified and reported. 

• 	 Special and extraordinary items are appropriately classified and reported. 

• 	 Deposits and investment secmities and derivative instruments are properly classified as to 
risk and are properly valued and disclosed. 

• 	 Capital assets, including infrastructure and intangible assets, are properly capitalized, 
reported, and, ifapplicable, depreciated. 

• 	 We have appropriately disclosed the County's policy regarding whether to first apply 
restricted or unrestricted resources when an expense is incurred for purposes for which 
both restricted and unrestricted net position is available and have determined that net 
position is properly recognized under the policy. 

• 	 We acknowledge our responsibility for the required supplementary infonnation (RSI). 
The RSI is measured and presented within prescribed guidelines and the methods of 
measurement and presentation have not changed from those used in the prior period. We 
have disclosed to you any significant assumptions and interpretations underlying the 
measurement and presentation ofthe RSI. 

• 	 We acknowledge our responsibility for presenting the supplementary information as 
identified in the table of contents in accordance with U.S. GAAP, and we believe the 
supplementary information, including its form and content, is fairly presented in 
accordance with U.S. GAAP. The methods of measurement and presentation of the 
supplementary information have not changed from those used in the prior period; and we 
have disclosed to you any significant assumptions or interpretations underlying the 
measurement and presentation of the supplementary information. 

• 	 We agree with the findings of specialists in evaluating the claims liabilities~ including 
. incurred but not reported claims for self-insurance and health insurance, and other post
employment benefits liability and have adequately considered the qualifications of the 
specialists in determining the amounts and disclosures used in the financial statements 
and underlying accounting records. We did not give or cause any instructions to be given 
to specialists with respect to the values or amounts derived in an attempt to bias their 
work, and we are not otherwise aware of any matters that have had an impact on the 
independence or objectivity of the specialists. 

• 	 With respect to federal award programs: 

o 	 We are responsible for understanding and complying with, and have complied 
with the requirements of OMB Circular A-133, Audits of States, Local 
Governments, and Non-Profit Organizations, including requirements relating to 
preparation ofthe schedule ofexpenditures offederal awards. 
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o 	 We acknowledge our responsibility for presenting the schedule ofexpenditures of 
federal awards (SEFA) in accordance with the requirements of OMB Circular A
133 §31O.b, and we believe the SEFA, including its fonn and content, is fairly 
Presented in accordance with OMB Circular A-I33 §310.b. The methods of 
measurement and presentation of the SEFA have not changed from those used in 
the prior period and we have disclosed to you any significant assumptions and 
interpretations underlying the measurement and presentation ofthe SEFA. 

o 	 If the SEFA is not presented with the audited fmancial statements, we will make 
the audited financial statements readily available to the intended users of the 
SEFA no later than the date we issue the SEF A and the auditors' report thereon. 

o 	 We have identified and disclosed to you all of our government programs and 
related activities subject to OMB Circular A-133, and included in the SEFA 
expenditures made during the audit period for all awards provided by federal 
agencies in the fonn of grants, federal cost~reimbursement contracts, loans, loan 
guarantees, property (including donated surplus property). cooperative 
agreements, interest subsidies, insurance, food commodities, direct 
appropriations, and other direct assistance. 

o 	 We are responsible for understanding and complying with. and have complied 
with, the requirements of laws, regulations, and the provisions of contracts and 
grant agreements related to each of our federal programs and have identified and 
disclosed to you the requirements of laws, regulations, and the provisions of 
contracts and grant agreements that are considered to have a direct and material 
effect on each major program. 

o 	 We are responsible for establishing and maintaining, and have established and 
maintained., effective internal control over compliance requirements applicable to 
federal programs that provides reasonable assurance that we are managing our 
federal awards in compliance with laws, regulations. and the provisions of 
contracts and grant agreements that could have a material effect on our federal 
programs. We believe the internal control system is adequate and is functioning as 
intended. 

o 	 We have made available to you all contracts and grant agreements (including 
amendments. if any) and any other correspondence with federal agencies or pass
through entities relevant to federal programs and related activities. 

o 	 We have received no requests from a federal agency to audit one or more specific 
programs as a major program. 

o 	 We have complied with the direct and material compliance requirements, 
including when applicable, those set forth in the OMB Circular A-133 
Compliance Supplement. relating to federal awards and have identified and 
disclosed to you all amounts questioned and all known noncompliance with the 
direct and material compliance requirements of federal awards. 
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o 	 We have disclosed to you any communications from grantors and pass-through 
entities concerning possible noncompliance with the direct and material 
compliance requirements, including communications received from the end of the 
period covered by the compliance audit to the date ofthe auditors' report. 

o 	 We have disclosed to you the fmdings received and related corrective actions 
taken for previous audits, attestation engagements, and internal or external 
monitoring that directly relate to the objectives of the compliance audit~ ineluding 
fmdings received and corrective actions taken from the end ofllie period covered 
by the compliance audit to the date of the auditors' report. 

o 	 Amounts claimed or used for matching were determined in accordance with 
relevant guidelines in OMB Circular A-87, Cost Principles for State, Local, and 
Tribal Governments, and OMB's Uniform Administrative Requirements for 
Grants and Cooperative Agreements to State and Local Governments. 

o 	 We have disclosed to you our interpretation of compliance requirements that may 
have varying interpretations. 

oWe have made available to you all documentation related to compliance with the 
direct and material compliance requirements~ including information related to 
federal program fmancial reports and claims for advances and reimbursements. 

o 	 We have disclosed to you the nature of any subsequent events that provide 
additional evidence about conditions that existed.at the end ofthe reporting period 
affecting noncompliance during the reporting period. 

o 	 There are no known instances of noncompliance with direct and material 
compliance requirements that occurred subsequent to the period covered by the 
auditors'report. 

o 	 We have disclosed to you whether any changes in internal control over 
compliance or other factors that might significantly affect internal control, 
including any corrective action we have taken regarding significant deficiencies 
and/or material weaknesses in internal control over compliance. have occurred 
subsequent to the date as of which compliance was audited. 

o 	 Federal program fmancial reports and claims for advances and reimbursements 
are supported by the books and records from which the basic financial statements 
have been prepared. 

o 	 The copies offederal program financial reports provided to you are true copies of 
the reports submitted, or electronically transmitted, to the respective federal 
agency or pass-through entity, as applicable. 

o 	 We have monitored subrecipients to determine that they have expended pass
through assistance in accordance with applicable laws and regulations and have 
metthe requirements ofOMB Circular A-I33. 

http:existed.at
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o 	 We have taken appropriate action, including issuing management decisions, on a 
timely basis after receipt of subrecipients' auditors' reports that identified 
noncompliance with laws, regulations, or the provisions of contracts or grant 
agreements, and have ensured that subrecipients have taken the appropriate and 
timely corrective action on findings. 

o 	 We have considered the results of sUbrecipient audits and have made any 
necessary adjustments to our books and records. 

o 	 We have charged costs to federal awards in accordance with applicable cost 
principles. 

o 	 We are responsible for and have accurately prepared the summary schedule of 
prior audit findings to include aU findings required to be included by OMB 
Circular A-133. and we have provided you with all information on the status of 
the follow-up on prior audit findings by federal awarding agencies and pass
through entities, including all management decisions. 

o 	 We are responsible for and have accurately prepared the auditee section of the 
Data Collection Form as required by OMB Circular A-133. 

o 	 We are responsible for preparing a corrective action plan and taking corrective 
action on each audit finding. 

o 	 We have disclosed to you all contracts or other agreements with service 
organizations, and we have disclosed to you all communications from the service 
organizations relating to noncompliance at the service organizations. 

Sincerely, 

-;;;;r#/ f. h/tkr#p-c:: 

Timothy L. Firestine 
ChiefAdministrative Officer 

~1;LA-
Joseph F. Beach 
Director, Dep~fFinanCe 

tfil-
Controller 



PASSED ADJUSTMENT SUMMARY 

Montgomery County. Maryland 


UquorFund 

Year Ended June 30. 2013 


Effect of misstatements on: 

Net 
ExpenselRevenue 

Fund and Change in Net 
Balance/Net Position/Fund 

DeliScriptlon Assets Liabilities Position Balance 

Valuation of liquor inventory overstated $ (133,106) $ 133,106 

Subtotals (133,106) 133,106 
Net prior year misstatements 
Total misstatements $ (133!106) $ 133,106 =!$~"""""",_~~::=;:= 
Financial statement totals $ 92,232,241 :>1j,~1!578 $ 35,650,663 $ 7,414,224 
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MONTGOMERY COUNTY COUNCil 
FlOCK'll LLE. 1\1 M,YLAN D 

December 20, 2013 

CliftonLarsonAllen LLP 
4250 Fairfax Drive, Suite 1020 
Arlington, Virginia 22203 

This representation letter is provided in connection with your audit of the financial statements of Montgomery 
County, Maryland (the County), which comprise the respective financial position of the governmental activities, 
the business-type activities, the aggregate discretely presented component units, each major fund, and the 
aggregate remaining fund information as of June 3D, 2013, and the respective changes in financial position and, 
where applicable, cash flows for the year then ended, and the related notes to the financial statements, for the 
purpose of expressing opinions on whether the financial statements are presented fairly, in all material respects, 
in accordance with accounting principles generally accepted in the United States of America (U.s. GAAP), 

Certain representations in this letter are described as being limited to matters that are material. Items are 
considered materia!, regardless of size, if they involve an omission or misstatement of accounting information 
that, in light of surrounding Circumstances> makes it probable that the judgment of a reasonable person relying 
on the information would be changed or influenced by the omission or misstatement, 

We confirm, to the best of our knowledge and belief, from July 1, 2012 and as of December 20, 2013, the 
following representations made to you during your audit of the financial statements as of and for the year 
ended June 30, 2013. 

Information Provided 

• 	 We have provided you with: 

o 	 Complete minutes of the meetings of the County Council of Montgomery County, Maryland, or 
summaries of actions of recent meetings for which minutes have not yet been prepared. 

Linda M. Lauer 
Clerk of the Council 

5 H",. l.. A "!VERN!':H COVNCH. OJ:'f'lCIJi E!!.IILDlNG, 100 MARYLAND A\lt:~WE, ROCKVILLE, MARYLAND 20850 
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INDEPENDENT AUDITORS' REPORT 

The Honorable County Council of Montgomery County, Maryland 
Board of Investment Trustees 
Montgomery County Employee Retirement Plans 

Report on the Financial Statements 

We have audited the accompanying financial statements of plan net position of the Montgomery County 
Employee Retirement Plans (the Plans), as of and for the year ended June 30, 2013, and the related changes in 
plan net position for the year then ended and the related notes to the financial statements, as listed in the table 
of contents. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes the deSign, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of 
financial statements that are free from material misstatement, whether due to fraud or error. 

Auditors' Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our 
audit in accordance with auditing standards generally accepted in the United States of America and the standards 
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of 
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditors' judgment, including the assessment ofthe 
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation of 
the financial statements in order to design audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we 
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and 
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinions. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the plan net 
position of the Plans as of June 30, 2013, and the respective changes in financial position thereof for the year 
then ended in accordance with accounting principles generally accepted in the United States of America. 
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Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management's 
discussion and analysis, and the schedules of funding progress and employer contributions, as listed in the table 
of contents, be presented to supplement the basic financial statements. Such information, although not a part of 
the basic financial statements, is required by the Governmental Accounting Standards Board who considers it to 
be an essential part of financial reporting for placing the basic financial statements in an appropriate operational, 
economic, or historical context. We have applied certain limited procedures to the required supplementary 
information in accordance with auditing standards generally accepted in the United States of America, which 
consisted of inquiries of management about the methods of preparing the information and comparing the 
information for consistency with management's responses to our inquiries, the basic financial statements, and 
other knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or 
provide any assurance on the information because the limited procedures do not provide us with sufficient 
evidence to express an opinion or provide any assurance. 

Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the Plan's basic financial statements. The introduction section, supplementary information, investment 
section, actuarial section, and statistical section, as listed in the table of contents, are presented for purposes of 
additional analysis and are not a required part of the basic financial statements. 

The supplementary information is the responsibility of management and was derived from and relates directly to 
the underlying accounting and other records used to prepare the basic financial statements. Such information 
has been subjected to the auditing procedures applied in the audit of the basic financial statements and certain 
additional procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare the basic financial statements or to the basic financial statements 
themselves, and other additional procedures in accordance with auditing standards generally accepted in the 
United States of America. In our opinion, the supplementary information is fairly stated, in all material respects, 
in relation to the basic financial statements as a whole. 

The information in the introduction, investment, actuarial, and statistical sections has not been subjected to the 
auditing procedures applied in the audit of the basic financial statements, and accordingly, we do not express an 
opinion or provide any assurance on it. 

Other Reporting Required by Government Auditing Standards 
In accordance with Government Auditing Standards, we have also issued our report dated December 2, 2013 on 
our consideration of the Plans' internal control over financial reporting and on our tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that 
report is to describe the scope of our testing of internal control over financial reporting and compliance and the 
results of that testing, and not to provide an opinion on internal control over financial reporting or on 
compliance. That report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the Plans' internal control over financial reporting and compliance. 

CliftonLarsonAlien LLP 

Baltimore, Maryland 
December 2, 2013 
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

AND ON COMPLIANCE AND OTHER MATrERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS 


PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 


The Board of Trustees 
Montgomery County Employees' Retirement Plans 
Rockville, Maryland 

We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards issued 
by the Comptroller General of the United States, the financial statements of the Montgomery County 
Employees' Retirement Plans (the Plans), as of and for the year ended June 30, 2013, and the related notes 
to the financial statements, which collectively comprise the Plans' basic financial statements, and have 
issued our report thereon dated December 2, 2013. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the Plans' internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinions on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the Plans' internal control. Accordingly, we do not 
express an opinion on the effectiveness of the Plans' internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow management 
or employees, in the normal course of performing their assigned functions, to prevent, or detect and 
correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination of 
deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement of 
the entity's financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe 
than a material weakness, yet important enough to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Plans' financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
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The Board of Trustees 
Montgomery County Employees' Retirement Plans 
Page 2 

provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results 
of our tests disclosed no instances of noncompliance or other matters that are required to be reported 
under Government Auditing Standards. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the result of that testing, and not to provide an opinion on the effectiveness of the Plans' internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the Plans' internal control and compliance. Accordingly, this 
communication is not suitable for any other purpose. 

CliftonLarsonAlien LLP 

Baltimore, Maryland 
December 2, 2013 
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December 2, 2013 

Board of Trustees 
Montgomery County Employees' Retirement Plans 
Rockville, Maryland 

We have audited the financial statements of Montgomery County Employees' Retirement Plans (the Plans) 
as of and for the year ended June 30, 2013, and have issued our report thereon dated December 2, 2013. 
We have previously communicated to you information about our responsibilities under auditing standards 
generally accepted in the United States of America, as well as certain information related to the planned 
scope and timing of our audit. Professional standards also require that we communicate to you the 
following information related to our audit. 

Significant audit findings 
Qualitative aspects ofaccounting practices 

Accounting policies 

Management is responsible for the selection and use of appropriate accounting policies. The significant 
accounting policies used by the Plans are described in Note 1 to the financial statements. 

For the year ended June 30, 2013, the financial statements include the impact of adoption of Governmental 
Accounting Standards Board Statement (GASBS) numbers 62 and 63. 

GASBS 62, Codification ofAccounting and Financial Reporting Guidance Contained in Pre-November 3D, 1989 
FASB and AICPA Pronouncements, supersedes GASBS 20. GASBS 20 gave governments the choice to elect to 
follow only the authoritative literature of the Governmental Accounting Standards Board (GASB) or to follow 
Financial Accounting Standards Board (FASB) and American Institute of Certified Public Accountants (AICPA) 
pronouncements that did not conflict with GASB pronouncements. Upon adoption of GASBS 62, all 
governmental accounting guidance is codified into the GASB literature. , 

GASBS 63, Financial Reporting af Deferred Outflows of Resources, Deferred Inflows of Resources, and Net 
Position, provides guidance on reporting deferred outflows and inflows of resources. It also renames the 
residual of all other amounts presented in the statement of financial pOSition from "net assets" to "net 
position." The financial statements include the statement of net position, which reports all assets, deferred 
outflows of resources, liabilities, deferred inflows of resources, and net position. Adoption of future GASB 
standards will include reporting of some items previously reported as assets and liabilities as deferred 
outflows and inflows of resources. 

We noted no transactions entered into by the Plans during the year for which there is a lack of authoritative 
guidance or consensus. All significant transactions have been recognized in the financial statements in the 
proper period. 

lNTERNATIOC>lAL 
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Montgomery County Employees' Retirement Plans 
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Accounting estimates 

Accounting estimates are an integral part of the financial statements prepared by management and are 
based on management's knowledge and experience about past and current events and assumptions about 
future events. Certain accounting estimates are particularly sensitive because of their significance to the 
financial statements and because of the possibility that future events affecting them may differ significantly 
from those expected. There were significant estimates in the valuation of alternative investments and the 
calculation of the actuarial information included in the footnotes and required supplementary information. 

The valuation of alternative investments, including private equity and real asset investments, are a 
management estimate which is primarily based upon net asset values reported by the investment managers 
and comprise 14% of the total investment portfolio. The values for these investments are reported based 
upon the most recent financial data available and are adjusted for cash flows through June 30, 2013. Our 
audit procedures validated this approach through the use of confirmations sent directly to a sample of 
investment managers and the review of the most recent audited financial statements for these funds. 
Furthermore, we reviewed management's estimate and found it to be reasonable. 

The actuarially calculated information was based on the assumptions and methods adopted by the Board, 
including an expected investment rate of return of 7.5% per annum compounded annually. The valuation 
takes into account all of the promised benefits to which members are entitled as of July 1, 2013 as required 
by the Montgomery County Code. The valuation is the basis for the contribution rate for the Plans' 2015 
fiscal year. Our audit procedures included reviewing the actuarial valuation and related assumptions used 
therein and we believe the estimate to be reasonable. 

Financial statement disclosures 

Certain financial statement disclosures are particularly sensitive because of their significance to financial 
statement users. There were no particularly sensitive financial statement disclosures 

The financial statement disclosures are neutral, consistent, and clear. 

Difficulties encountered In performing the audit 

We encountered no significant difficulties in dealing with management in performing and completing our 
audit. 

Uncorrected misstatements 

Professional standards require us to accumulate all misstatements identified during the audit, other than 
those that are clearly trivial, and communicate them to the appropriate level of management. Management 
did not identify and we did not notify them of any uncorrected financial statement misstatements. 

Corrected misstatements 

Management did not identify and we did not notify them of any financial statement misstatements detected 
as a result of audit procedures. 

Disagreements with management 

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or auditing 
matter, whether or not resolved to our satisfaction, that could be significant to the financial statements or 
the auditors' report. No such disagreements arose during our audit. 

® 
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Management representations 

We have requested certain representations from management that are included in the attached 
management representation letter dated December 2, 2013. 

Management consultations with other independent accountants 

In some cases, management may decide to consult with other accountants about auditing and accounting 
matters, similar to obtaining a "second opinion" on certain situations. If a consultation involves application 
of an accounting principle to the entity's financial statements or a determination of the type of auditors' 
opinion that may be expressed on those statements, our professional standards require the consulting 
accountant to check with us to determine that the consultant has all the relevant facts. To our knowledge, 
there were no such consultations with other accountants. 

Significant issues discussed with management prior to engagement 

We generally discuss a variety of matters, including the application of accounting principles and auditing 
standards, with management each year prior to engagement as the Plans' auditors. However, these 
discussions occurred in the normal course of our professional relationship and our responses were not a 
condition to our engagement. 

Other information in documents containing audited financial statements 

With respect to the required supplementary information (RSI) accompanying the financial statements, we 
made certain inquiries of management about the methods of preparing the RSI, including whether the RSI 
has been measured and presented in accordance with prescribed guidelines, whether the methods of 
measurement and preparation have been changed from the prior period and the reasons for any such 
changes, and whether there were any significant assumptions or interpretations underlying the 
measurement or presentation of the RSI. We compared the RSI for consistency with management's 
responses to the foregoing inquiries, the basic financial statements, and other knowledge obtained during 
the audit of the basic financial statements. Because these limited procedures do not provide sufficient 
evidence, we did not express an opinion or provide any assurance on the RSI. 

With respect to the schedules of administrative and investment expenses and the statements of plan net 
position and changes in plan net position for the Employees' Retirement System, Retirement Savings Plan, 
and Deferred Compensation Plans, (collectively, the supplementary information) accompanying the financial 
statements, on which we were engaged to report in relation to the financial statements as a whole, we 
made certain inquiries of management and evaluated the form, content, and methods of preparing the 
information to determine that the information complies with accounting principles generally accepted in the 
United States of America, the method of preparing it has not changed from the prior period or the reasons 
for such changes, and the information is appropriate and complete in relation to our audit of the financial 
statements. We compared and reconciled the supplementary information to the underlying accounting 
records used to prepare the financial statements or to the financial statements themselves. We have issued 
our report thereon dated December 2, 2013. 

Other information is being included in documents containing the audited financial statements and the 
auditors' report thereon. Our responsibility for such other information does not extend beyond the financial 
information identified in our auditors' report. We have no responsibility for determining whether such other 
information is properly stated and do not have an obligation to perform any procedures to corroborate 
other information contained in such documents. As required by professional standards, we read the 
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introductory, investment, actuarial and statistical sections of the comprehensive annual financial report (the 
other information) in order to identify material inconsistencies between the audited financial statements 
and the other information. We did not identify any material inconsistencies between the other information 
and the audited financial statements. 

Our auditors' opinion, the audited financial statements, and the notes to financial statements should only 
be used in their entirety. Inclusion of the audited financial statements in a document you prepare, such as 
an annual report, should be done only with our prior approval and review of the document. 

* * * 

This communication is intended solely for the information and use of the Board of Trustees, Management, 
and others within the Plans and is not intended to be, and should not be, used by anyone other than these 
specified parties. 

CliftonLarsonAllen llP 

Baltimore, Maryland 
December 2, 2013 



MONTGOMERYCOUNTYEMWLOYEERE~MENTPLANS 

December 2, 2013 

CliftonlarsonAllen LLP 
. 9515 Deereco Road, Suite 500 
Timonium, Maryland 21093 

This representation letter is provided in connection with your audit of the financial statements of 
Montgomery County Employee Retirement Plans (the Plans), which comprise the financial position of 
the Plans as ofJune 30, 2013, and the respective changes in financial pOSition for the ye~r then ended, 
and the related notes to the financial statements, for the purpose of expressing opinions on whether the 
financial statements are presented fairly, in all material respects, in accordance with accounting 
principles generally accepted in the United States of America (U.S. GAAP). 

Certain representations in this letter are described as being limited to matters that are material. Items 
are considered material, regardless of size, if they involve an omission or misstatement of accounting 
information that, in light of surrounding circumstances, makes it probable that the judgment of a 
reasonable person relying on the information would be changed or influenced by the omission or 
misstatement. 

We confirm, to the best of our knowledge and belief, as of December 2, 2013, the following 

representations made to you during your audit. 


Financial Statements 

• 	 We have fulfilled our responsibilities including all properly classified funds and other financial 
information of the Plans required by generally accepted accounting prinCiples to be included in 
the financial reporting entity. 

• 	 We acknowledge our responsibility for the design, implementation, and maintenance of internal 
controls to prevent and detect fraud. 

• 	 We have fulfilled our responsibility for the deSign, Implementation, and maintenance of internal 
control relevant to the preparation and fair presentation of financial statements that are free 
from material misstatement, whether due to fraud or error. 

• 	 We have identified aU accounting estimates that could be material to the financial statements, 
including the key factors and significant assumptions used in making those estimates, and we 
believe the estimates (including those measured at fair value) and the significant assumptions 
used in making those accounting estimates are reasonable. 

Montgomery County Employee Retirement Plans 

101 Monroe Street, 15th Floor· Rockville. Maryland 20850 
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• 	 Significant estimates have been appropriately accounted for and disclosed in accordance with 
the requirements of U.S. GAAP. Significant estimates are estimates at the financial statement 
date that could change materially within the next year. 

• 	 Related party relationships and transactions, including, but not limited to, revenues, 
expenditures/expenses, loans, transfers, leasing arrangements, and guarantees, and amounts 
receivable from or payable to related parties have been appropriately accounted for and 
disclosed In accordance with the requirements of U.S. GAAP. 

• 	 No events, including instances of noncompliance, have occurred subsequent to the financial 
statement date and through the date of this letter that would require adjustment to, or 
disclosure in, the financial statements. 

• 	 We have not identified or been notified of any uncorrected financial statement misstatements. 

• 	 We are not aware of any pending or threatened litigation, claims, or assessments or unasserted 
claims or assessments that are required to be accrued or disclosed in the financial statements in 
accordance with U.S. GAAP, and we have not consulted a lawyer concerning litigation, claims, or 
assessments. 

• 	 Guarantees, whether written or oral, under which the Plans are contingently liable, if any, have 
been properly recorded or disclosed in accordance with U.S. GAAP. 

• 	 Arrangements with financial Institutions involving repurchase, reverse repurchase, or securities 
lending agreements, compensating balances, or other arrangements involving restrictions on 
cash balances or similar arrangements, have been properly recorded or disclosed in the 
financial statements. 

• 	 Receivables recorded in the financial statements represent valid claims against debtors for 
transactions ariSing on or before the financial statement date and have been reduced to their 
estimated net realizable value. 

• 	 The methods and significant assumptions used to determine fair values of financial instruments 
result in a measure of fair value appropriate for financial statement measurement and 
disclosure purposes. 

• 	 We have no plans or intentions that may materially affect the carrying value or claSSification of 
assets and liabilities. 

• 	 With respect to actuarial assumptions and valuations: 

o 	 The Plans' management agrees with the actuarial methods and assumptions used by the 
actuary for funding purposes and for determining the actuarial accrued liability and has 
no knowledge or belief that would make such methods or assumptions Inappropriate in 
the circumstances. We did not give any, nor cause any, instruction to be given to the 
Plans' actuary with respect to values or amounts derived, and we are not aware of any 
matters that have impacted the independence or objectivity of the Plans' actuary. 
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o 	 There were no omissions from the participant data provided to the actuary for the 
purpose of determining the actuarial accrued liability and other actuarially determined 
amounts in the financial statements. 

o 	 There have been no changes In the actuarial methods or assumptions used in calculating 
the amounts recorded or disclosed in the financial statements. There have been no 
changes in plan provisions between the actuarial valuation date and the date of this 
letter. 

Information Provided 

• 	 We have provided you with: 

o 	 Access to all information, of which we are aware, that Is relevant to the preparation and 
fair presentation of the financial statements such as records, documentation, and other 
matters. 

o 	 Additional information that you have requested from us for the purpose of the audit. 

o 	 Unrestricted access to persons within the Plans from whom you determined it necessary 
to obtain audit evidence. 

o 	 Complete minutes of the meetings of the board of trustees, or summaries of actions of 
recent meetings for which minutes have not yet been prepared. 

o 	 Actuarial reports prepared for the Plans during the year under audit. 

• 	 All material transactions have been recorded in the accounting records and are reflected in the 
financial statements. 

• 	 We have no knowledge of any fraud or suspected fraud that affects the Plans and Involves: 

o 	 Management; 

o 	 Employees who have significant roles in internal control; or 

o 	 Others when the fraud could have a material effect on the financial statements. 

• 	 We have no knowledge of any allegations of fraud, or suspected fraud, affecting the Plans' 
financial statements communicated by employees, former employees, regulators, or others. 

• 	 We have no knowledge of any instances of noncompliance or suspected noncompliance with 
laws and regulations and proviSions of contracts whose effects should be considered when 
preparing financial statements. 

• 	 There are no other material liabilities or gain or loss contingenCies that are required to be 
accrued or disclosed in accordance with U.S. GAAP. 

• 	 We have disclosed to you the identity of the Plans· related parties and all the related party 
relationships and transactions of which we are aware. 
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• 	 The Plans have satisfactory title to all owned assets, and there are no liens or encumbrances on 
such assets, nor has any asset been pledged as collateral, except as made known to you and 
disclosed in the flnandal statements. 

• 	 We are responsible for compliance with the laws, regulations, and provisions of contracts 
applicable to the Plans, and we have identified and disclosed to you all laws, regulations, and 
provisions of contracts that we believe have a direct and material effect on the determination of 
financial statement amounts or other financial data significant to the audit objectives, including 
legal and contractual prOvisions for reporting specific activities In separate funds. 

• 	 There are no violations or possible violations of budget ordinances, laws and regulations 
{including those pertaining to adopting, approving, and amending budgets}. provisions of 
contracts whose effects should be considered for disclosure in the financial statements, or as a 
basis for recording a loss contingency, or for reporting on noncompliance. 

• 	 The Plans have complied with all aspects of contractual agreements that would have a material 
effect on the financial statements in the event of noncompliance. 

• 	 We have followed all applicable laws and regulations in adopting, approving, and amending 
budgets. 

• 	 Investments, derivative instruments, and land and other real estate held by the Plans are 
properly valued. 

• 	 The values of non-readily marketable investments represent good faith estimates of fair value 
determined by the Plans based on amounts provided by its investment managers. 

• 	 Capital assets, including infrastructure and intangible assets, are properly capitalized, reported, 
and, if applicable, depreciated. 

• 	 We acknowledge our responsibility for the required supplementary information (RSI). The RSlls 
measured and presented within prescribed guidelines and the methods of measurement and 
presentation have not changed from those used In the prior period. We have disclosed to you 
any Significant assumptions and interpretations underlying the measurement and presentation 
of the RSI. 

• 	 We acknowledge our responsibility for presenting the schedules of administrative and 
investment expenses and the statements of plan net position and changes in plan net position 
for the Employees' Retirement System, Retirement Savings Plan, and Deferred Compensation 
Plan, (collectively, the supplementary information) in accordance with U.S. GAAP, and we 
believe the supplementary information, including Its form and content, Is fairly presented in 
accordance with U.S. GMP. The methods of measurement and presentation of the 
supplementary Information have not changed from those used in the prior period, and we have 
disclosed to you any significant assumptions or interpretations underlying the measurement and 
presentation of the supplementary information. If the supplementary information Is not 
presented with the audited financial statements, we will make the audited financial statements 
readily available to the intended users of the supplementary Information no later than the date 
we issue the supplementary information and the auditors' report thereon. 



__ ______ _______ _ 

Signature: ____-'~LL-~..........c.....;.I.:..;.'Mf;...;.......:;.;.;IIV";.;..·..='-t:------

Signature: __~~~'_~
LWJaA:H;rman, Executive Director 
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Independent Auditors' Report on Internal Control Over Financial Reporting 

and on Compliance and Other Matters Based on an Audit of Financial Statements 


Performed in Accordance with Government Auditing Standards 


The Honorable County Council 
of Montgomery County, Maryland 

Rockville, Maryland 

We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the governmental activities, the business
type activities, the aggregate discretely presented component units, each major fund, the budgetary 
comparison of the General Fund, and the aggregate remaining fund information of Montgomery County, 
Maryland (the County), as of and for the year ended June 30, 2013, and the related notes to the financial 
statements, which collectively comprise the County's basic financial statements, and have issued our report 
thereon dated December 20, 2013. Our report includes a reference to other auditors who audited the financial 
statements of the Montgomery County Revenue Authority and the Bethesda Urban Partnership, Inc. as 
described in our report on the County's financial statements. This report does not include the results of the 
other auditor's testing of internal control over financial reporting or compliance and other matters that are 
reported separately by those auditors. The financial statements of Bethesda Urban Partnership, Inc. were not 
audited in accordance with Government Auditing Standards. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the County's internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the County's internal control. Accordingly, we do not express an 
opinion on the effectiveness of the County's internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in 
internal control, such that there is a reasonable possibility that a material misstatement of the entity's financial 
statements will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a 
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not 
been identified. 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the County's financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of 
our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and 
the result of that testing, and not to provide an opinion on the effectiveness of the County's internal control or 
on compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the County's internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

CliftonLarsonAlien LLP 

Arlington, Virginia 
December 20, 2013 
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CliftonLarsonAllen 

Independent Auditor's Report on Compliance with Requirements That Could 

Have a Direct and Material Effect on Each Major Federal Program and on Internal Control 


Over Compliance, and on the Schedule of Expenditures of Federal Awards 

in Accordance with OMB Circular A-133 


The Honorable County Council 
of Montgomery County, Maryland 

Rockville, Maryland 

Report on Compliance for Each Major Federal Program 

We have audited Montgomery County, Maryland's (the County) compliance with the types of compliance 
requirements described in the OMB Circular A-133 Compliance Supplement that could have a direct and 
material effect on each of the County's major federal programs for the year ended June 30, 2013. The County's 
major federal programs are identified in the summary of auditors' results section of the accompanying schedule 
of findings and questioned costs. 

Management's Responsibility 

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants 
applicable to its federal programs. 

Auditors'Responsibility 

Our responsibility is to express an opinion on compliance for each of the County's major federal programs 
based on our audit of the types of compliance requirements referred to above. We conducted our audit of 
compliance in accordance with auditing standards generally accepted in the United States of America; the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller 
General of the United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit 
Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain 
reasonable assurance about whether noncompliance with the types of compliance requirements referred to 
above that could have a direct and material effect on a major federal program occurred. An audit includes 
examining, on a test basis, evidence about the County's compliance with those requirements and performing 
such other procedures as we considered necessary in the circumstances. 

The County's financial statements include the operations of the Montgomery County Public Schools, 
Montgomery Community College, Montgomery County Revenue Authority, Housing Opportunities Commission 
of Montgomery County and the Bethesda Urban Partnership for the year ended June 30, 2013, component 
units which may have received federal awards, and which are not included in the schedule of expenditures of 
federal awards for the year ended June 30, 2013. Our audit described below did not include the operations of 
these entities. We were separately engaged to perform and have separately reported on the results of our 
audits of the Montgomery County Public Schools, Housing Opportunities Commission of Montgomery County 
and Montgomery Community College, in accordance with OMB Circular A-133, if required. 

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal 
program. However, our audit does not provide a legal determination of the County's compliance. 
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Opinion on Each Major Federal Program 

In our opinion, the County complied, in all material respects, with the types of compliance requirements 
referred to above that could have a direct and material effect on each of its major federal programs for the year 
ended June 30, 2013. 

Other Matters 

The results of our auditing procedures disclosed an instances of noncompliance, which an required to be 
reported in accordance with OMB Circular A-133 and which are described in the accompanying schedule of 
findings and questioned costs as items 2013-01 and 2013-02. Our opinion on each major federal program is not 
modified with respect to this matter. 

The County's responses to the noncompliance findings are identified in our audit as described in the 
accompanying schedule of findings and questioned costs. The County's responses were not subjected to the 
auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on the 
responses. 

Report on Internal Control Over Compliance 

Management of the County is responsible for establishing and maintaining effective internal control over 
compliance with the types of compliance requirements referred to above. In planning and performing our audit 
of compliance, we considered the County's internal control over compliance with the types of requirements 
that could have a direct and material effect on each major federal program to determine the auditing 
procedures that are appropriate in the circumstances for the purpose of expressing an opinion on compliance 
for each major federal program and to test and report on internal control over compliance in accordance with 
OMB Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of internal control 
over compliance. Accordingly, we do not express an opinion on the effectiveness of the County's internal 
control over compliance. 

A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal 
program on a timely basis. A material weakness in internal control over compliance is a deficiency, or 
combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility that 
material noncompliance with a type of compliance requirement of a federal program will not be prevented, or 
detected and corrected, on a timely basis. A significant deficiency in internal control over compliance is a 
deficiency, or a combination of deficiencies, in internal control over compliance with a type of compliance 
requirement of a federal program that is less severe than a material weakness in internal control over 
compliance, yet important enough to merit attention by those charged with governance. 

Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over compliance 
that might be material weaknesses or significant deficiencies. We did not identify any deficiencies in internal 
control over compliance that we consider to be material weaknesses. However, we identified deficiencies in 
internal control over compliance, as described in the accompanying schedule of findings and questioned costs 
as items 2013-01 and 2013-02 that we consider to be significant deficiencies 
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The County's responses to the internal control over compliance findings identified in our audit are described in 
the accompanying schedule of findings and questioned costs. The County's responses were not subjected to the 
auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on the 
responses. 

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of 
internal control over compliance and the result of that testing based on the requirements of OMB Circular A
133. Accordingly, this report is not suitable for any other purpose. 

Report on Schedule of Expenditures of Federal Awards Required by OMB Circular A-133 

The financial statements of the governmental activities, the business-type activities, the aggregate discretely 
presented component units, each major fund, the budgetary comparison of the General Fund, and the 
aggregate remaining fund information of Montgomery County, Maryland (the County), as of and for the year 
ended June 30, 2013, and the related notes to the financial statements, which collectively comprise the 
County's basic financial statements. We issued our report thereon dated December 20, 2013, which contained 
unmodified opinions on those financial statements. Our audit was conducted for the purpose of forming 
opinions on the financial statements that collectively comprise the basic financial statements. The County's 
financial statements inciude the operations of the Montgomery County Public Schools, Montgomery 
Community College, Montgomery County Revenue Authority, Housing Opportunities Commission of 
Montgomery County and the Bethesda Urban Partnership for the year ended June 30, 2013. The federal 
expenditures, where applicable, for the Montgomery County Public Schools, Montgomery Community College 
and Housing Opportunities Commission of Montgomery County are not included in the schedule of 
expenditures of federal award. The accompanying schedule of expenditures of federal awards is presented for 
purposes of additional analysis as required by OMB Circular A-133 and is not a required part of the basic 
financial statements. Such information is the responsibility of management and was derived from and relates 
directly to the underlying accounting and other records used to prepare the basic financial statements. The 
information has been subjected to the auditing procedures applied in the audit of the financial statements and 
certain additional procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare the basic financial statements or to the basic financial statements 
themselves, and other additional procedures in accordance with auditing standards generally accepted in the 
United States of America. In our opinion, the schedule of expenditure of federal awards is fairly stated, in all 
material respects, in relation to the basic financial statements as a whole. . 

CliftonLarsonAlien LLP 

Arlington, Virginia 
December 20, 2013 
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MONTGOMERY COUNTY, MARYLAND 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 


Year Ended June 30,2013 


Federal Pass Through 

Federal Grantor, Pass Through Grantor, CFDA Entity Identifying Federal 

Program or Cluster Title Number Number Expenditures 

U. S. Department of Agriculture 

Pass Through Programs From: 

Maryland State Department of Human Resources 

State Administrative Matching Grant for Food Stamps 

Adoption Incentive Program 

Programs of the Emergency Food Assistance Cluster: 

FY12 TEFAP SURPLUS FOOD 

FYl3 TEFAP SURPLUS FOOD 

Emergency Food Assistance Program (Food Commodities) 

Subtotal Emergency Food Assistance Cluster 

Total U.S. Department of Agriculture 

U.S. Department of Defense - Office of Economic Adjustment 

Direct Programs: 

Maryland Crossing Route 355 

Base Realignment and Closure (BRAe) 

Total U. S. Department of Defense 

U. S. Department of Housing and Urban Development 

Direct Programs: 

Programs of the CDBG • Entitlement Grants Cluste" 


Community Development Block Grant (CDBG) 


ARRA - CDaG Recovery Act 


Subtotal CDBG - Entitlement Grants Cluster 

Emergency Shelter Program 

Emergency Shelter Program 

HOME Investment Partnership 

Balance. of 06/30/2012 Outstanding Loans as of 06/30/2013 

Subtotal Direct Programs 

Pass Through Programs From: 

Maryland 5t.te Department of Health and Mental Hygiene 

Housing for People with AIDS (HOPWA) 

Subtotal Pass Through Programs 

Tot.1 U. S. Department of Housinc and Urban Development 

U. S. Department of Justice 

Direct programs: 

FY 2010 Forensic DNA Backlog Reduction Program 

Enforcement of Protection Orders Program 

Federal Bureau of Investigation (FBI) . Joint Terrorist Force 

SCAAP - States Alien Assistance Program G.F. 
COPS Universal Hiring Program 

FY 2010 Justice Assistance Program 

DNA Backlog Reduction 

DNA Backlog Reduction 

Gang Suppression/Prevention - Montgomery County 

Work First, Train Concurrently 

Subtotal Direct Programs 

Pass Through Programs From: 

Governor's Office of Crime Control and Prevention 

Victims of Crime Assistance Program (VOCAl 

Victims of Crime Assistance Progr.m (VOCAl 

Multicultural Intervention Project for Victims of Child Abuse 

Multicultural Intervention Project for Victims of Child Abuse 

S.T.O.P. Violence Against Women Act 


S.T.O,P, Violence Against Women Act 


lethality Assessment Advocate 


lethality Assessment Advocate 


10.561 

10.561 

10.568 

10.568 

10.569 

12.600 
12.607 

14.218 

14.253 

14.231 

14.231 

14.239 

14.239 

14.241 

16.560 
16.590 

16.595 
16.606 
16.710 

16.738 

16.741 

16.741 

16.753 

16.812 

16.575 

16.575 

16.575 

16.575 

16.588 

16.588 

16.588 

16.588 

Md. House Bill 669 

Md. House Bill 669 

OGM/FNS-12-Q16 3,197 

OGM/FNS-1H)16 33,184 

Food Bank 1,371,492 

6,901.108 

157,133 

AD658HOP 

718,013 

39,593,493 

VOCA-2011-1216 


VOCA-2012-1316 


VOCA-2011-1253 


VOCA-2012-1353 


VAWA-2011-1912 


VAWA-2012-1012 


VAWA-2011-161l 


VAWA-2012-1711 


4,759,174 

3,500 

1,407,872 

6,110,546 

1,154,087 

136,578 

1,290,665 

7,058,241 
55,072 

88,729 

1,129,668 

30,543,770 

38,875,480 

718,013 

27,196 

421,567 

678,019 

195,445 

3,283 

139,445 

55,210 

61,227 

58,541 

1,641,120 

82,209 

218,754 

50,054 

191,898 

21,554 

56,681 

12,218 

14,803 
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MONTGOMERY COUNTY, MARYLAND 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 


Year Ended June 30, 2013 

(Continued) 


Federal Pa.. Through 

Federal Grantor, Pa.. Through Grantor, CFDA Entity Identifying federal 

Program or Cluster Title Number Number Expenditures 

U. S. Department of Ju.tlce 

Pass Through Programs From: 

Governorls Office of Crime Control and Prevention (continued) 

Protective Order Enforcement 

Courtroom Technology Enhancements 

Prosecutor/Analy,t· CSAFE Bridge Funding 

lETS FIPS Training 

FY11 paul Coverdell Forensic Sciences Improvement Grant 

ARRA· Sack log Reduction· DSRA 

ARRA· Crime Intelligence Analyst 

ARRA· FY 2009 Recovery Act Justice Assistance Grant Program 

University of Maryland, College Park 


Bi County Gang Grant· Congressionally Selected 


U.S. Marshall', Office 


Regional Fugitive Gang Task Force 


Subtotal Pass Through Programs 

Total U.S. Department 01 Justice 

U. S. Department of Labor 

Pass Through Programs From: 

State Department of Labor,lIcenslng and Regulation 

Program, of the Workforce Investment Act (WIAI Cluster: 

WIA - Adult Program 

WIA - Adult Program 

WIA - Adult Program 

WIA . Youth Programs 

WIA - Youth Programs 

Summer Youth Connection 

WIA Statewide 

Base Realignment and Oosure (BRAC) 

WIA - Dislocated Workers 

WIA - Dislocated Workers 

Rapid Response - Early Intervention 

Subtotal Workforce Investment Act Cluster 


RSA for Montgomery County One Stop Center 


ARM State Energy Sector Training Grant 


Total U. S. Department of Labor 

U. S. Department of Transportation 

Pass Through Programs From: 

Metropolitan Washington Council of Governments (COG) 


FY13 COG Employer Outreach Program 


Federal Transit Administration - Bikeshare Program 


Maryland Transit Administration 


RideSharing!Commuter Assistance Grant 


Tot.1 U. S. Department of Tran'portation 

U, S. Department of the Treasury 

DIrect Programs: 

Secret Service £ Metro Area Task Force 

Pass Through Programs From: 

Maryland cash campaign 

Volunteers Income Tax Assistance (VITA) 

Total U. S. Department of the Treasury 

16.5BB 

16.73B 

16.738 

16.738 

16.746 

16.803 

16.803 

16.804 

16.753 

16.595 

17.258 

17.258 

17.258 

17.259 

17.259 

17.259 

17.259 

17.277 

17.278 

17.278 

17.278 

17.207 

17.275 

20.505 

20.516 

20507 

21.000 

21.009 

VAWA·2012·1S19 $ 
BJAG-2oo9-l092 

BJAG-2010·1919 

SJAG·2010-001 

CFSI-2011·1202 

BJRA-2009-1086 

BJRA·2009-1121 

2oo9-5B-S9-o879 

101G-DD-BX-0554 

FATF-10·0128 

1,478,406 

3,119,526 

I'OOB2400134-A $ 96.546 

POOB2400134-A 553,708 

POOB3400016·A 66,874 

POO82400005·B 142,366 

POOB3400016·B 627,176 

POOP3400560 10,164 

POOP3401457 4.216 

POOB14oo143 238,277 

POOB24000134-C 131,337 

POOB2400072-C 720.830 

POOB34oo248 189,395 

POOB 1400045 

3,189,262 

09-007 

DC·37-X024·00 

MD-95-00oa 

40,105 

26,053 

109,198 

1,037 

14,506 

14,000 

26,083 

368,154 

193,848 

37,251 

2,780,890 

345,559 

62,813 

207,297 

68,257 

340,964 

616,518 

2,000 

13,257 

15,257 
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MONTGOMERY COUNTY, MARYLAND 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 


Year Ended June 30, 2013 

(Continued) 


Feder.1 Pa..Through 

federal Grantor, Pass Through Grantor, CFDA Entity Identifying Federal 
Program or Cluster Title Number Number Expenditu ..... 

U.S Department of EnerllY 

Direct Programs: 
ARRA· EECBG Energy Efficiency and Conservation 

Pass Through Programs From: 
Maryland Department of Housing and Community Development 

ARRA· Weatherization Assistance Grant 

Total U. S. Department of EnerllY 

U. S. Department of Education 

Pass Through Programs From: 

Maryland State Department of Education 
Programs of the Special Education Clu,ter: 


Infants and Families with Disabilities 

Infants and Families with Disabilities 


Infants and Families with Disabilities 

Infants and Families with Disabilities 

Infants and Families with Disabilities 

Infants and Families with Disabilities 

Subtotal Special Education Cluster 


Programs of the Vocational Rehabilitation Cluster 


Summer Youth 

Programs of the Early Intervention Services (IDEA) Cluster: 

Infants and Families with Disabilities 
Infants and Families with Disabilities 

Infants and Families with Disabilities 
Infants and Families with Disabilities 
Infants and Families with Disabilities 
Subtotal Early Intervention Services {IDEAl Cluster 

Maryland Family Network 
ARRA· Race to the Top· Early Learning Challenge Grant 

Total U. S. Department of Education 

U. S. Department of Health and Human Services 

Direct Programs; 

Head Start 
Nursing Home Reimbursement 
Targeted Health Funding· Maternal and Child Health 
Subtotal Direct Programs 

Pass Through Programs from: 
Maryland State Office on Aging 


Special Programs for the Aging. Ombudsman Services 

Title til, Part 0 Supportive Services and Senior Centers 


Natlonal Family Care Giver Support 


Maryland Access Point 

Money Follows the Person· Education and Application 
Programs of the Aging Cluster: 

Title III, Part B· Supportive Services and Senior Centers 
Title III. Part C • Nutrition Services 
SR Nutrition N51P 
Subtotal Aging Cluster 


Community Transportation Association of America 


Inclusive Coordinated Transportation Partnership Program 


Maryland Family Network 


Child Care Resource and Referral Grant 


81.128 

81.042 

84.027 

84.027 

84.027 

84.027 

84.027 
84.173 

84.126 

84.181 
84.181 

84.181 

84.181 

84.181 

84.410 

93.600 

93.777 

93.994 

93.042 

93.043 
93.052 

93.517 
93.791 

93.044 

93.045 
93.053 

93.048 

93.575 

124442·02 


135223 


125405 

134356"()Z 


134366-05 


134366-03 


125668 


134366·06 

124442·01 


125543 

135155 


134366-01 


AAA·3·Z4-I115 

AAA-3-24-D15 


AAA-3-24-015 


ADP 13·02 • MAP 

MOOB24000380"()14 


AAA'3-Z4"()15 


AAA·3-24·015 


5T'2505-014 


90TCOOOljOl 

10,680 

78,293 

24,772 

225,322 

10.226 
9,000 

175.524 
212,148 

1.246 
106,486 

939,884 

1,907,986 

52,515 

1,960,501 

358,293 

78,244 

1,435.288 

33,750 

1,905,575 

4.616.659 
570,336 

74.300 
35.566 

361,590 

73,796 

40.800 

705,605 

1,452.984 

298.685 
2,457,275 

700 

158,843 
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MONTGOMERY COUNTY, MARYLAND 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

Year Ended June 30, 2013 
(Continued) 

Federal Grantor, Pass Through Grantor, 

Program or Cluster TItle 

Federal 

CFDA 

Number 

Pa" Through 

Entity Identifying 

Number 

Federal 

Expenditures 

U. S. Department of Health and Human Services (continued) 

Maryland State Office on Aging (continued) 
Programs of the Child Care and Development Block Cluster: 

Local Early Childhood Advisory Council 

National Association of County and City Health Officials (NACCHO) 


Centers for Disease Control and Prevention (CDCP) 

CDCP - Investigations and Technical Assistance 


Maryland State Department of HUman Resources 


State Systems Interoperability 


Title IV-E Guardianship 


Family Preservation 


Title IV-B PSSF Caseworker Visits 


Temporary Assistance for Needy Families 

Title IV-D - Child Support 

Child Support Enforcement 


Child Support Enforcement 


Refugees - (Cash, Medical and Administrative) 


low Income Home Energy Assistance 


Programs of the Child Care and Development Block Cluster: 

Child Care Mandatory and Matching Funds of the CCDF 

Child care and Development Fund (CCDF) 

Subtotal Child Care and Development Slack Cluster 


Family Kinship Connection 


Foster Care_Title IV-E Administration 


Title IV-E - Adoption 

Pass Through Programs From: 

Maryland State Department of HUman Resources 

Child Abuse and Neglect 

Programs of the Medicaid Cluster: 


Title XIX - Certification 


Title XIX - Health Related Service, 

Senior Health Insurance Counseling 

Subtotal Medicaid Cluster 

Maryland State Department of Housing and Community Development 

Programs of the Community Services Block Grants (CSSG) Cluster: 

Community Services Block Grant 

Community Services Block Grant 

Subtotal Community Services Block Grants (CSSG) Cluster 

Governor's Office of Crime Control and Prevention 


Protective Order Enforcement 


Georgetown University 


Microbiology Infectious Disease Research - HIV Positive Women 


Microbiology Infectious Disease Research - HIV Positive Women 

Prince George's County 


HIV Emergency Relief 


HIV Emergency Relief 

Johns Hopkins University 

Preparedness and Emergency Response 


Maryland State Department of Health and Mental Hygiene 


Centers for Disease Control and Prevention (CDCP) 

Emergency Preparedness 

Preparedness and Emergency Response learning Center 


Tuberculosis Control 


93.708 

93.283 

93.075 

93.090 

93.556 

93.556 

93.558 

93.563 

93.563 

93.563 

93.566 

93.568 

93.575 

93.596 

93.605 

93.658 

93.659 

93.669 

93.778 

93.778 

93.779 

93.569 

93.569 

93.563 

93.855 

93.856 

93.914 

93.914 

93.069 

93.069 

93.069 

93.116 

135124 

2010-092004 

Md. State H8 669 


Md. State H8 669 


Md. State H8 669 


Md. State H8 669 


Md. State H8 669 


Md. State H8 669 


CSEA/CRA-12-043 


CSEA/CRA-13-043 


Md. State H8 669 


Md. State H8 669 


Md. State H8 669 


Md. State H8 669 


Md. State H8 669 

Md. State H8 669 

Md. State H8 669 

Md. State H8 669 


Md. State H 8 669 


Md. State H8 669 


5T-2515-014 


DCA/OCA-10-03-013 


DCA/OCA-10-03-013 


VAWA-2011-1719 


RX 4335-023 MC 


RX 4335-023 MC 


CH 822 PHP 

PR040PHP 

CH015T8F 

952,249 

54,697 

4,767,697 

322,291 

64,092 

120,200 

347,365 

5,958 

101,661 

1,121,554 

1,328 

10,272 

125,507 

4,619,965 

336,569 

173,957 

489,165 

225,042 

1,170,424 

1,006,946 

38,605 

2,414,937 

37,869 

3,063 

5,154,080 

467,565 

10,037 

61,947 

62,611 

645,906 

1,494,002 

8,974 

806,613 

62,139 

383,801 
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MONTGOMERY COUNTY, MARYLAND 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 


Year Ended June 30, 2013 

(Continued) 


Federal Pass Through 

Federal Grantor, Pass Through Grantor, CFDA Entity Identifying Federal 

program or Cluster Title Number Number Expenditure. 

U. S. Department of Health and HUman Services (continued) 

Maryland State Department 01 Health and Mental Hygiene (continued) 

PATH ~ Transition from Homeiessness 93.150 MH1700TH 115,588 

Reproductive Health/Family Planning 93.217 FH554FPG 148,822 

Immunization Grants 93.268 CH3541MM 316,387 

Breast and Cervical Cancer w Screening 93.744 FHC49BCC 10.067 

State Children Insurance Program 93.767 MA286ACM 515,545 

PWC Eligibility 93.778 MA286ACM 378.286 

Programs olthe Medicaid Cluster: 

Medical Asslstance - Admin Care Coordination 93.767 MA020EPS S 45.825 

Medical Assistance - Admin Care Coordination 93.778 MA020EPS 317.250 

Medical Assistance - Medicaid Transport 
Individual Support Services 

Service Coordination 
Medical Assistance Program 

93.778 

93.778 

93.778 

93.778 

MA366GTS 

MR446FIS 

MR006MRC 

1,189,431 

256,366 

1,475.913 

2.629,118 

Subtotal Medicaid Cluster 5,913,903 

HIV Care Formula 93.917 AD486RWS 993,935 

CDC Breast & Cervical cancer 93.919 FHC49BCC 690,421 

HIV Partner Notification 93.940 AD632HPS 42,338 

HIV Prevention· Partner Services 93,940 AD348PRV 65,108 

HfV Prevention 93.940 AD348PRV 326,636 

HIVTestlng 93.940 AD675EHT 178,028 

Community Mental Health Services 93,958 MH2340TH 569,787 

Substance Abuse Prevention and Treatment 93.959 MUS2SADP 342,671 

Substance Abuse Prevention and Treatment 93.959 AS241 FED 1,164,982 

Maryland Million Hearts 93.991 FHC28MMH 121,417 

Children with Special Needs 93.994 CHS01CSN 74,236 

Subtotal Pass Through Programs 36,211,524 

Total U, S, Department 01 Health and Human Services 41,985,313 

Corporation lor National and Community Service 

Oirect Programs: 
Retired and Senior Volunteer Program 94.002 57,843 

MLK Day of Service 94.007 3,741 

Pass Through Programs From: 

Governor's Office on Service and Volunteerism 

Maryland Volunteer Generation Fund 94.021 10VGFMO 001 17,765 

Total Corporation for National and Community Service 79,350 

U, S, Department 01 Homeland Security 

Direct Programs: 

UASI Baltimore/NCR UNX Bonus Program 

National Urban Search and Rescue Response System 

97.008 

97.025 

138,692 

607,177 

National Urban Search and Rescue Response System 97.025 493,161 

National Urban Search and Rescue Response System 97,025 64,723 

National Urban Search and Rescue Response System - TS Isaac 97.025 23,062 

National Urban Search and Rescue Response System - OK Tornado 97.025 18,279 

National Urban Search and Rescue Response System ~ H Sandy 

SAFER Grant 

97.025 

97,044 

1,189,256 

135,354 

5AFER Grant 97,044 16,036 

SAFER Grant 97.044 752,883 

Subtotal Direct Programs 3,438,623 
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MONTGOMERY COUNTY, MARYLAND 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 


Year Ended June 30, 2013 
(Continued) 

Federal Pa.. Through 

Federal Grantor, Pals Through Grantor, CFDA Entity IdentifVing Feder.1 

Program or Cluster ntle Number Number Expenditures 

Pass Through Programs From: 

District 01 Columbia - Homeland Security and 

Emergency Management Agency 

National Capital Area Region (NCR) 

Programs of the Homeland Security Clu.ter: 

FFY09 UASI Ncr Radio Cache Maintenance 97.067 9UASIS41·01 

FFYll UASI RADIO CACHE MAINT 97.067 llUASIS4Hll $ 19,633 

FFY12 UASI RADIO CACHE MAINT 97.067 12UA5154H)1 17,987 

FFYIO UASI E& T Continuation 97.067 10UAS153S·01 36,373 

FFYl2 UASI E&T Grant 97.067 12UASIS35-01 71,012 

UASI· TACTICAL TEAM ENHANCEMENTS 97.067 10UAS153S-ll3 208,295 

FFY11 UASI LInK and RAPID Maintenance 97.067 llUAS1536,01 397,986 

FFYl2 UASI L1NX 97.067 12UAS1536·01 2,198 

FFYll UASI Tactical Team Enhancements 97.067 11UASI536·02 370,305 

UA51 Information, Data Sharing 97.067 9UAS1536-02 22,583 

UASllnlormation • Data Sharing 97.067 9UASIS36,01 13,348 

FFYIO L1nX MAINTENANCE 97.067 10UASIS36-Ol 608,736 

FFYIO UASllInX HANDHELD SOLUnON (PHASE II) 97.067 10UAS1536·02 485,214 

FFY12 NIM5 Compliance Officer 97.067 12UASI535-ll2 21,928 

FFYIO UASI NIMS Continuation 97.067 10UASl535-02 17,991 

FFY10 Volunteer & Citizen Corps Program· MC 97.067 10UAS1535·03 88,138 

FFYll Volunteer & Citizen Corps Program - MC 97.067 llUASIS35-ll3 37,435 

FFY12 Volunteer & Citizen Corps Program· MC 97.067 12UASIS35-03 3,015 

FFYI0 UASI MD 5% ' MC Homeland Security Support 97.067 10UASl535-04 1,552,684 

UASI 2011 MD 5% 97.067 llUASIS3S-04 94,783 

FFY12 UASI Regional Planning Grant 97.067 12UASIS3S-04 101,868 

FRS FFY10 UASI TECH RESCUE TASK FORCE PROJECT 97.067 10UASIS41-04 1,184,013 

FRS FY10 UASI MED AMB BUS ENHANCEMENT 97.067 10UASIS41-03 455,773 

FRS FFY10 UASI PATIENT TRACKING SYSTEMS 97.067 10UASIS41-02 231,081 

FRS FFYll UASI PATIENT TRACKING SYSTEMS 97.067 11UASIS41-ll2 207,478 

FRS FFY12 UASI PATIENT TRACKING SYSTEMS 97.067 12UASIS41-02 115,176 

FRS FFY10 UASI WMD TRAINING VIA DCFEMS 97.067 3FBUAO 24,050 

FRS FFYll UASI MMRS CONTINUATION GRANT 97.067 1lUAS1541-03 128,220 

FRS FFY12 UASI WATER OPERATIONS 97.067 12UAS1541-04 102 

FFY12 UASI Montgomery County Eoe Enhancement (MD 5%) 97.067 12UASIS3S-0S 130,674 

FFY10 UASI K9 Training Grant 97.067 10UASIS3S-05 204,900 

FFYll UASI CAD to CAD Grant 97.067 11UAS153S·06 35,735 

FFYll UASI Regional Planning Grant - Montgomery County 97.067 llUASI53S-0S 200,179 

Subtotal Homeland Security Cluster $ 7,088,894 

U, S. Department of Homeland Security 

Pass Through Programs From: 
Maryland Emergency Management Agency 

Emergency Management Preparedness 97.042 1l-SR-88S2 393,882 

Emergency Management Preparedness 97.042 12-SR-S852 129,521 

2010 Citizen Corps Program 97.053 10-SR-8852-07 2,929 

FFY08 State Homeland Security Grant 97.073 2008-GE-T8,001l 

FFYlO State Homeland Security Grant 97.073 ID-SR·88S2-03 556,022 

Pre~Oisaster Mitigation Grant Program 97.073 PDMC-PL·Q3-MD-2010-010 13,872 

2Q09 Buffer Zone Protection Program 97.078 2010·BF-TO-0035 72,516 

Subtotal Pass Through Programs 8,257,636 

Total U,S. Department of Homeland Security 11,696,259 

TOTAL EXPENDITURES Of FEDERAL AWARDS 111,622,264 

The accompanying notes are an integral part of this schedule. 
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MONTGOMERY COUNTY, MARYLAND 

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 


June 30, 2013 


NOTE 1- BASIS OF PRESENTATION 

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes the federal grant activity 
of the primary government of Montgomery County, Maryland (the County) and is presented on the modified 
accrual basis of accounting. Federal awards of component units of the County reporting entity are not included 
in this Schedule. 

The information in this Schedule is also presented in accordance with the requirements of OMB Circular A-133, 
Audits of States, Local Governments, and Non-Profit Organizations. Therefore, some amounts presented in this 
Schedule may differ from amounts presented in, or used in, the preparation of the basic financial statements. 

Expenditures of federal award grant funds are made for the purposes specified by the grantor, and are subject 
to certain restrictions. Expenditures are also subject to audit by the relevant federal agency. In the opinion of 
management, disallowed costs, if any, from such audits will not have a material effect on this Schedule or the 
financial position of the County. 

NOTE 2 - SUBRECIPIENTS 

Of the expenditures presented in the Schedule, the County provided awards to subrecipients as follows: 

Amount 
(FDA subrecipient Provided to 

Program TItle Number Name Sub recipients 

Head Start 93.600 

Head 5tart 93.600 

Infants and Toddlers {I & n 84.027 

Infants and Toddlers (I & n 84.027 

Infants and Toddlers (I & T) 84.181 

MEDICAID (I & T) 93.778 

Energy Efficiency and Conservation Block Grant (EECBG) 

Maryland·National Capital Park and Planning Commission (MNCPPC) 

Workforce Solutions Group of Montgomery County, Inc. (W5GMC) 

EECBG 81.128 

EECBG 81.128 

EECBG 81.128 

EECBG 81.128 

EECBG 81.128 

Community Development Block Grant (CDBG) 

CDBG 14.218 

CDBG 14.218 

Workforce Investment Act (WIA) 

Workforce Solutions Group of Montgomery County, Inc. (WSGMC) 

Second Chance Grant 16.812 


Adult Program 17.258 


Youth Program 17.259 


Youth Activities 17.259 


Youth Summer Program 17.259 


Rapid Response 17.260 


ARRA Energy Sector Training 17.275 


Base Closing (8RAC) 17.277 


Dislocated Workers 17.278 


Early Intervention 17.278 


DORS Summer Youth 84.126 


Montgomery County Public Schools $ 3,495,891 

Montgomery County Public Schools 53,488 

Montgomery County Public Schools 225,322 

Montgomery County Public SchoolS 10,680 

Montgomery County Public Schools 121,835 

Montgomery County Publlc SchoolS 435,191 

Montgomery County Public Schools 323,943 

WSGMC 121,196 

Montgomery College 14,575 

Housing and Opportunity Commission 140,613 

MNCPPC 77,203 

City of Rockville 96,845 

City ofTakoma Park 80.390 

WSGMC 43.567 

WSGMC 717,128 

WSGMC 40,738 

Latin American Youth Center 511,658 

Transcen, Inc 227,310 

WSGMC 229,904 

WSGMC 62,813 

WSGMC 238,277 

WSGMC 852,167 

WSGMC 189,395 

WSGMC 78,244 

Total 
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MONTGOMERY COUNTY, MARYLAND 

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 


June 30, 2013 


NOTE 3 -LOAN PROGRAMS WITH CONTINUING COMPLIANCE REQUIREMENTS 

The County participates in the Home Investment Partnership Act federal loan program. The balance of loans 
from previous years and current year loan activity, as required under OMB Circular A-133, are presented in the 
Schedule of Expenditures of Federal Awards. 

NOTE 4 - MEDICAL ASSISTANCE PROGRAM (MEDICAID TiTlE XIX) 

Maryland's Department of Health and Mental Hygiene-Medical Assistance Program (Medicaid; Title XIX; Federal 
Catalog number 93.778) is a State administered program that utilizes local governments to provide patient care 
services to Medicaid eligible individuals. The federal compliance related to these expenditures is the 
responsibility of the Maryland Department of Health and Mental Hygiene with the County providing 
administrative support and transportation services to eligible participants. The total value of these services for 
the year ended June 30, 2013, is included in the accompanying schedule; however, only the costs associated 
with the administrative support and transportation services were used to assess program risk. 

-rhis information is an integral part of the accompanying schedule. 
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MONTGOMERY COUNTY, MARYLAND 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 


Year Ended June 30, 2013 


Part I - Summary of Auditors Results 

Financial Statement Section 

Type of auditors report issued: Unmodified 

Internal control over financial reporting: 

Material weakness(es) identified? X 
Significant deficiency(ies) identified not considered 

to be material weaknesses? X 
Noncompliance material to financial statements noted? X 

Federal Awards Section 

No 
Material weakness(es) identified? X 
Significant deficiency(ies) identified not considered 

to be material weaknesses? X 

Type of auditor's report on compliance for major programs: Unmodified 

Any audit findings disclosed that are required to be reported 
in accordance with Circular A-133 section 510(a)? X 

Identification of major programs: 

CFDA Number(s) 


10.561 

14.218 

14.253 

14.239 

93.600 

93.558 


97.067/97.004 


Name of Federal Program or Cluster 
Supplemental Nutrition Assistance Program 
Community Development Block Grant 
Community Development Block Grant- ARRA 

HOME Investment Partnership Program 
Head Start 
Temporary Assistance for Needy Families 
Homeland Security Cluster 

Dollar threshold used to determine Type A programs: $3,000,000 

Auditee qualified as low-risk auditee? 
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MONTGOMERY COUNTY, MARYLAND 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 


June 30, 2013 

(Continued) 


Part II - Financial Statement Findings Section 

None noted 

Part III - Federal Award Findings and Questioned Costs Section 

Finding No 2013-01: 
Compliance Requirement: Allowable Cost and Activity (Internal Control and Compliance) 
Program: Community Development Block Grant 
CFDA: 14.218 
Type of Finding: Significant deficiency, Noncompliance 
Year: 2013 
Federal Agency: Department of Housing and Urban Development 

Condition/Context: 

We noted that lout of 40 program expenditures tested was not allowable in accordance with cost circular A
87. The County used federal funds to pay for amusement park trip for students attending an academy program 
which the County sponsored. 

Criteria: 

Per OMB Circular A-87, 14. Entertainment., "Costs of entertainment, including amusement, diversion, and social 

activities and any costs directly associated with such costs (such as tickets to shows or sports events, meals, 

lodging, rentals, transportation, and gratuities) are unallowable." 


Cause: 

The County was allowed to support educational trip for the student as long at the trips are in accordance with 

federal cost principles. 


Effect: 

The identified program cost was not in accordance with A-87. 


Questioned Costs: 

$3,294.10, represents the costs of the amusement park tickets, transportation to and from the amusement park 

and lunch for the students. 


Recommendation: 

We recommend that the County enhance their current review of program expenditures to include cross

referencing program costs with the applicable federal cost circular. 


Views ofResponsible Officials and Planned Corrective Actions: 
DHCA concurs with this finding. The subject costs were incurred as part of the education program for the 
students as indicated by the auditors; however, while the costs were in accordance with the goal of the 
program, they were not in accordance to the specific guidance of the federal cost circular. To prevent future 
occurrences, DHCA has reviewed the OMB circular with contract administration staff to ensure that staff is fully 
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MONTGOMERY COUNTY, MARYLAND 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 


June 30, 2013 

(Continued) 


apprised of the current interpretation of eligible expenses. Additionally, DHCA has reviewed all active contracts 
in keeping with this interpretation and has determined that no additional reimbursements or budget line items 
can be construed as "entertainment". Finally, DHCA is in the process of modifying the Public Service grants Fact 
Sheet and Funding Policy guidance to specifically note the ineligibility of any expenses that could be construed 
as "entertainment". The new procedures will be completed prior to any additional contracts being awarded 
starting with the third quarter of FY14. Luann Korona (240-777-3656) is in charge of ensuring that the new 
procedures will be followed with every new contract issued. 

Finding No 2013-02: 
Compliance Requirement: Special Test- Quality Inspection (Internal Control and Compliance) 
Program: Home Investment Partnership Program 
CFDA: 14.239 
Type of Finding: Significant deficiency, Noncompliance 
Year: 2013 
Federal Agency: Department of Housing and Urban Development 

Condition/Context: 

Four out of 17 housing projects selected for tested were not inspected in accordance with federal compliance 

requirements. 


Criteria: 

24 CFR 92.504(d) denotes the rotation for quality inspections of HOME assisted rental housing to be performed 

based on the number of rental assisted units. 


Cause: 

The County has written procedures for performing quality inspections; the lack of timely inspections was an 

oversight. 


Effect: 

The County was not in compliance with federal requirements for quality inspections. 


Questioned Costs: 

Undetermined, since the quality inspection was not performed we are unable to determine if the Unit was an 

eligible for rental assistance. 


Recommendation: 

We recommend that the County continue to utilize their current procedures and processed related to quality 

inspections. However, annual review of the governing CFR should be performed and used to determine if the 

County is in compliance with the CFR. 
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MONTGOMERY COUNTY, MARYLAND 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 


June 30, 2013 

(Continued) 

Views of Responsible Officials and Planned Corrective Actions: 
DHCA concurs with this finding. In the first quarter of FY13, DHCA identified and began to address issues related 
to timely housing inspections of HOME-funded units. DHCA instituted new procedures for setting up inspection 
case files and assigning inspections. These procedures have improved the efficiency and timeliness of 
inspections. 

For FY14, DHCA hired an additional staff member to focus on asset management. With this added assistance, 
DHCA is reviewing its HOME property inspection records to ensure accuracy and to identify and correct issues 
with the inspection cycle. Additionally, DHCA is setting up case files on a quarterly basis, rather than 
monthly/bimonthly, to allow for more lead time for inspectors to schedule and conduct inspections, which will 
ensure timeliness of inspection in those cases where scheduling the inspection proves difficult. These new 
procedures will be completed and solutions implemented by the end of the third quarter of FY14. Tim 
Goetzinger (240-7773728) is in charge of completing the new procedures. 

17 



MONTGOMERY COUNTY, MARYLAND 

SCHEDULE OF PRIOR YEAR FINDINGS 


June 30, 2013 


Finding No 2012-10: Cash Management 
Program: ARRA-Energy Efficiency and Conservation Block Grant Program 
CFDA: 81.128 

Condition: 

We reviewed 3 of 7 drawdowns made during the year totaling $1.2 million and noted that in one instance, the 

drawdown requires had been prepared and approved by the same personnel. 


Views ofResponsible Officials and Planned Corrective Actions: 
We agree with this finding and recommendation. We will review our internal controls over requests for grant 
funds to ensure that in the future the established separation of duties of this process is followed for each 
request. 

Current Year Status: 
We reviewed the cash draw down process and noted that the County's procedures ensures that there is 
segregation of duties between the preparer and approver. During the current year's audit, we reviewed 2 
reimbursement requests and noted that the preparer and approver were different employees. Resolved 

Finding No 2012-11: Davis-Bacon Act 
Program: Highway Planning and Construction 
CFDA: 20.205 

Condition: 

For 7 out of 15 payroll reports selected for testing from 2 construction contracts, we observed that while the 

reports had been certified weekly, they had not been submitted to the County on a weekly basis as required. 

While Contracts Compliance and Monitoring, Inc. (CCMI), the specialized firm hired by the County to monitor 

compliance with the Davis-Bacon Act, sent letters to the firms requesting the reports, the firms did not submit 

them. 


Views ofResponsible Officials and Planned Corrective Actions: 

We agree with this finding and recommendation. The County has a strong monitoring process in place. The 

County uses a third party vendor, Contract Compliance and Monitoring, Inc. (CCMI), to monitor Davis-Bacon Act 

compliance. As part of its monitoring functions, CCMI submitted a detailed monthly audit report to the prime 

contractors that were part of the test listing the non-compliance instances observed. In spite of CCMI's 

communication with the contractors, they failed to comply with submitting timely the subject certified payrolls. 

We concur that in these instances, the tested contractors did not initially submit the certified payroll by the 

required timeframe. We believe that the County exhibited in good faith effort, under the current Prevailing 

Wage Law, to enforce the Davis-Bacon Act requirements to ensure that we will ultimately receive all payroll 

records and the proper rates are paid to the employees. The County plans to identify enforcement actions it can 

take in a timely manner within the scope of the law. 
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MONTGOMERY COUNTY, MARYLAND 

SCHEDULE OF PRIOR YEAR FINDINGS 


June 30, 2013 

(Continued) 


Current Year Status: 

The County repeatedly notified the contractor of the delinquent certified payrolls which demonstrates the 
County's internal control over monitoring the receipt of certified payrolls were properly working. Neither OMB 
A-102 nor the State of Maryland have cited sanctions for delinquent certified payrolls. The County continues to 
follow the same procedures as in prior years and properly notify contractors of delinquent certified payrolls. 
Resolved 

Finding No 2012-12: Eligibility 
Program: Medical Assistance Program Cluster 
CFDA Number: 93.778 (HB669) 

Condition: 


The County's Department of Health and Human Services (HHS) is responsible or determining eligibility of 

participants in the Medical Assistance (MA) Program. We noted the following during our review of 65 

participants which had been selected for testing: 


2 participant files did not have signed application forms. 
1 participant file did not have the correct application information. 
5 participant files could not be located during our testing. 

Without HHS maintaining the proper documentation in the case files, we were unable to verify whether certain 
participants were properly enrolled in the MA program. 

Views of Responsible Officials and Planned Corrective Actions: 
We agree with this finding and concur with the recommendation but want to offer up additional explanation. 
The County has over 65,000 active cases of Medical Assistance including community Medicaid, Long term care 
Medicaid, MCHIP, etc. The sample and the related missing files are a relatively small subset of the total volume 
of cases. The County has a structured process for determining eligibility. The Cognizant system, CARES, included 
narration on the subject applicants that could only come from case files including applications. Therefore, even 
though 5 hard copy files were not immediately available, the information in CARES backs-up the hard copy file 
and provides an additional level of support. The information requested appeared to have been misfiled and 
could not be presented during the time of the audit. It should be noted that the workload volume in this 
program has increased over 116% in the last five years with no additional resources. Although procedures were 
in place to prevent misfiled records, the possibility for this to occur had increased simply due to workload 
pressures and staffing shortages. 

In order to mitigate the risk, a new policy will be implemented that will require a complete case record 
(including original application) as part of Supervisory or peer pre-reviews (PIRAMID) as well as an end-of-day 
check by managers to ensure proper filing. We are also expanding the number of personnel dedicated to case 
record management and filing, and implementing soon an electronic case management system with scanning 
capabilities, with a projected implementation schedule for May 2013. 
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MONTGOMERY COUNTY, MARYLAND 

SCHEDULE OF PRIOR YEAR FINDINGS 


June 30, 2013 

(Continued) 


Current Year Status: 
Majority of the County's medical assistance participants receive this benefit via eligibility and participation in 
other social programs such as TANF, PWC, etc. Therefore, participants eligibility for medical assistance are 
tested in conjunction with the eligibility of the related program. For FY 2013, we tested the eligibility of 60 
TANF participants and did not identify any instances of non-compliance. Resolved 

Finding No 2012-13: Eligibility 
Program: Temporary Assistance for Needy Families 
CFDA Number: 93.558 (HB669) 

Condition: 

The County's Department of Health and Human Services (HHS) is responsible or determining eligibility of 

participants in the Temporary Assistance for Needy Families Program (TAI\IF). We noted the following during our 

review of 41 participants which had been selected for testing: 


1 participant file did not have income verification support available in the file. 
1 participant file did not have the Maryland Automated Benefits System (MABS) income determination 

information. Further, the participant had failed to comply with the job search requirement and no 
evidence was available that income had been verified. 

1 participant file did not have a signed application form. 

Without HHS maintaining the proper documentation in the case files, we were unable to verify whether certain 
participants were properly enrolled in the TANF program. 

Views ofResponsible Officials and Planned Corrective Actions: 
We agree with this finding and recommendation but want to offer up additional explanation. There has been a 

72% increase in caseload and workload at a time of staffing shortfalls. We have almost a thousand cases of 

TANF in the County and the finding referenced two records. These conditions increased our risk around 

effective records management. However, we do want to reassure our stakeholders in oversight roles that the· 

County has a structured process for determining eligibility. The Cognizant system, CARES, included narration on 

the subject applicants that could only come from case files including applications and serves as a back-up for the 

hard copy file. However, the information requested appeared to have been misfiled and could not be presented 

during the time of the audit. 


In order to mitigate the risk, a new policy will be implemented that will require a complete case record 

(including original application) as part of Supervisory or peer pre-reviews {PIRAMID} as well as an end-of-day 

check by managers to ensure proper filing. We are expanding the number of personnel dedicated to case record 

management and filing, and implementing soon an electronic case management system with scanning 

capabilities, with a projected implementation schedule for May 2013. 


Current Year Status: 

For FY 2013, we tested the eligibility of 60 TANF participants and did not identify any instances of non

compliance. Resolved 
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MONTGOMERY COUNTY, MARYLAND 

SCHEDULE OF PRIOR YEAR FINDINGS 


June 30, 2013 

(Continued) 

Finding No 2012-14: Eligibility 
Program: Social Service Block Grant 
CFDA Number: 93.667 (HB669) 

Condition: 

The County's Department of Health and Human Services (HHS) is responsible or determining eligibility of 
participants in the Social Service Block Grant (SSBG). We noted the following during our review of 60 
participants which had been selected for testing: 

1 participant did not have documentation that a notice was given to provide status of the case. 
1 participant, who was not considered a vulnerable adult, was incorrectly re-assessed. 

Views of Responsible Officials and Planned Corrective Actions: 
We agree with this finding and recommendation but ask that it be viewed in the context of the whole program. 
Aging and Disability Administration was found to have a 3% error rate for the APS and SSTA programs. These 
programs in FY12 had a collective caseload volume of 2,193 cases. Given these numbers, the findings are 
relatively small in magnitude though we concur that these vulnerabilities must be addressed. The program is 
reviewing case record documentation practices to address identified accountability issues to prevent such 
occurrences in the future. The service area has instituted enhanced supervisory oversight of case management 
record reviews to ensure compliance will be implemented. New case records will be reviewed every 30 days by 
the managers to ensure that all documentation in the case file is complete. For on-going cases, the manager will 
review the case files every six months for case record requirements. This process was implemented February 5, 
2013. 

Current Year Status: 


SSBG was not a major program for FY13 as the County did not receive funding for this program. Resolved 


Finding No 2012-15: Subrecipient Monitoring 

Program: ARRA-Energy Efficiency and Conservation Block Grant Program 

CFDA: 81.128 


Condition: 

One of 3 sub recipients selected for testing did not report funding received from the County's Energy Efficiency 
and Conservation Block Grant Program in its separate OMB Circular A133 audit report dated September 28, 
2012. There was no evidence that the County obtained any corrective action plan from the subrecipient and 
followed-up on this deficiency in a timely manner. The County informed the subrecipient about the deficiency 
and requested a corrective action plan subsequently. 

Views of Responsible Officials and Planned Corrective Actions: 
We agree with this finding and recommendation. Because of the delay in closing the prior fiscal year, the 
established schedule of procedures was not completed timely. This year, following the established procedures, 
correspondence will be sent to subrecipients in July informing them of the amount of funds passed through 
during the fiscal year, the relevant CFDA number, grant identifier, the federal granting agency issuing the funds 
originally, and the granting agency from which the County received the funding. In the same correspondence, a 
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MONTGOMERY COUNTY, MARYLAND 

SCHEDULE OF PRIOR YEAR FINDINGS 


June 30, 2013 
(Continued) 

copy of their single audit report will be requested as soon as it becomes available. Starting the last week of 
September, we will follow up to obtain copies of subrecipients' single audit reports, will review them for 
findings, and request corrective actions if necessary. 

Current Year Status: 
For the current year's audit, we requested the FY13 subrecipient monitoring report for 1 or the 2 subrecipients. 
We reviewed the report to determine if the County requested and received the A-133 from the subrecipient, as 
well as documented the inclusion. of the funds passed through the County in the subrecipient's A-133 report. 
Resolved. 

22 




LANDFILL CLOSURE AND POST-CLOSURE COSTS 

Montgomery County, Maryland 


INDEPENDENT ACCOUNTANT'S REPORT ON 

AGREED-UPON PROCEDURES 


June 30, 2013 




CliftonLarsonAilen LLP 
www.cliftonlarsonallen.com 

CliftonLarsonAllen 


The Honorable County Council of 
Montgomery County, Maryland 

We have performed the procedures enumerated below, which were agreed to by the management of 
Montgomery County, Maryland (County), solely to assist the County in evaluating management's 
assertion, contained in the Chief Financial Officer's letter (the Letter), including attachments, dated 
December 20, 2013, Annual Certification of Financial Assurance Mechanisms for Local Government 
Owners and Operators of Municipal Solid Waste Landfill Facilities (Attachment A), which addresses the 
County's compliance with the Federal Register (40 CFR Part 258, Subpart G) Criteria For Municipal Solid 
Waste Landfills - Financial Assurance Criteria. The County's management is responsible for the areas 
and information listed in this report. This agreed-upon procedures engagement was conducted in 
accordance with attestation standards established by the American Institute of Certified Public 
Accountants. The sufficiency of these procedures is solely the responsibility of the parties specified in 
this report. Consequently, we make no representation regarding the sufficiency of the procedures 
described below either for the purpose for which this report has been requested or for any other 
purposes. 

LANDFILL CLOSURE AND POST-CLOSURE COSTS 

The agreed-upon procedures and associated findings are as follows: 

A. 	 Obtain the Letter from the Director of Finance that demonstrates financial assurance for closure and 
post-closure care costs as specified in 40 CFR §258, Subpart G, Financial Assurance Criteria: 

1. 	 Compare the data and statements, as specified in the State Support Document for the Local 
Government Financial Test (prepared by the EPA), contained in the accompanying Letter with 
the audited financial statements of Montgomery County, Maryland, as of and for the year ended 
June 30, 2013. 

No exceptions noted. 

The June 30,2013 financial statements were audited by CliftonLarsonAlien LLP. 


B. 	Determine that compliance with 40 CFR §258, Subpart G, Financial Assurance Criteria is met by 
completing the following: 

1. 	 Verify that the County assures closure, post-closure, and corrective action costs are within 43% 
of the local government's total annual revenue. 

No exceptions noted. 
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2. 	 Inquire with the Risk Management Division of the Department of Finance as to whether the 
County assumes other environmental obligations, including those associated with Underground 
Injection Control (UIC) facilities under 40 CFR 144.62, Petroleum Underground storage tank 
facilities under 40 CFR Part 280, Polychlorinated Biphenyls (PCB) storage facilities under 40 CFR 
Part 761, and Hazardous Waste Treatment storage and disposal facilities under 40 CFR Parts 264 
and 265. If yes, verify the total assumed does not exceed 43% of the County's total annual 
revenue. 

No other environmental obligations were noted. 

3. 	 If costs in B1 or B2 above exceed the 43% limits, verify that there is an alternate financial 
assurance instrument. 

Not applicable. The costs in B7 or B2 above did not exceed the 43% limits. 

4. 	 If there are outstanding, rated, general obligation bonds that are not secured by insurance, a 
letter of credit or other collateral or guarantee, verify the current bond rating is as follows: 

a. 	 Moody's - AAA, Aaa, A, or Baa; or 
b. 	 Standard & Poor's - AAA, AA, A, or BBB 
c. 	 Fitch, Inc. - AAA, AA, A or BBB. 

No exceptions noted. The bonds are rated within the required ranges through online review. 

5. 	 If the bond rating requirements in B4 have not been met, recalculate the following ratios: 

a. 	 A ratio of cash plus marketable securities to total expenditures greater than or equal to 
0.05; 

b. 	 A ratio of annual debt service to total expenditures less than or equal to 0.20. 

This calculation is not required as the County has met the bond rating requirements in B4 above. 

6. 	 Verify that the County prepares its financial statements in accordance with generally accepted 
accounting principles (GAAP), and they are audited by an independent certified public 
accountant. 

No exceptions noted. The County prepares its financial statements in accordance with generally 
accepted accounting principles (GAAP), and they are audited by CliftonLarsonAllen, LLP. 

7. 	 Verify the County is not currently in default on any of its outstanding general obligation bonds. 

No exceptions noted. The County is not currently in default on any of its outstanding general 
obligation bonds. 

8. 	 Verify that the County has not operated at a deficit equal to 5% or more of its total annual 
revenue in each of the past two fiscal years. 

l\Jo exceptions noted. The County, as indicated in the letter and attachments, are not operating 
at a deficit greater than 5% for each of the years ended June 30, 2013 and 2012, per review of 
the financial statements. 
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9. 	 Verify that an adverse opinion, disclaimer of opinion, or other modified opinion was not issued 
from the independent certified public accountant auditing the Comprehensive Annual Financial 
Report. 

No exceptions noted. The County received an unmodified opinion from CliftonlarsonAllen, lLP 
as of and for the year ended June 30, 2013. 

10. 	Ensure that the following were disclosed in the audited financial statements: 

a. 	 Nature and source of closure and post-closure care requirements; 
b. 	 The reported liability of closure and post-closure costs at the balance sheet date; 
c. 	 The estimated total closure and post-closure care cost remaining to be recognized; 
d. 	 The percentage of landfill capacity used to date; 
e. 	 The estimated landfill life in years. 

All items noted above are disclosed in the June 30,2013 financial statements. 

We were not engaged to, and did not conduct an examination, the objective of which would be the 
expression of an opinion on Montgomery County's compliance with the reporting requirements as 
specified by the U.S. Environmental Protection Agency (EPA) pursuant to 40 CFR §258, Subpart G, 
Financial Assurance Criteria with respect to the Local Government Financial Test for the year ended June 
30, 2013. Had we performed additional procedures, other matters might have come to our attention 
that would have been reported to you. 

This report is intended solely for the information and use by management and the County Council of 
Montgomery County, Maryland, and is not intended to be and should not be used by anyone other than 
these specified parties. 

Baltimore, Maryland 
December 20,2013 
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Independent Accountant's Report 

On Applying Agreed-Upon Procedures 


The Honorable County Council 
Montgomery County, Maryland 

We have performed the procedures enumerated below, which were agreed to by the County Council 
and management of Montgomery County, Maryland (the County) and specified in the Federal Transit 
Administration's (FTA) National Transit Database 2013 Reporting Manual, solely to assist the users in 
evaluating management's assertion about the County's compliance with the Uniform System ofAccounts 
and Records and Reporting System Final Rule, as specified in 49 CFR Part 630, Federal Register, 
December 6, 2007, as presented in the 2013 Reporting Manual, during the fiscal year ended June 30, 
2013. This agreed-upon procedures engagement was conducted in accordance with attestation 
standards established by the American Institute of Certified Public Accountants. The sufficiency of these 
procedures is solely the responsibility of those parties specified in this report. Consequently, we make 
no representation regarding the sufficiency of the procedures described below either for the purpose 
for which this report has been requested or for any other purpose. 

The agreed-upon procedures and the associated findings are as follows: 

1. 	 Read the procedures relating to the system for reporting and maintaining data in accordance 
with the National Transit Database (NTD) requirements and definitions set forth in 49 CFR Part 
630, Federal Register, December 6, 2007, and as presented in the 2013 Reporting Manual. 

We read the procedures relating to the system for reporting and maintaining data in accordance 
with the National Transit Database (NTD) requirements and definitions set forth in 49 CFR Part 
630, Federal Register, December 6, 2007, and as presented in the 2013 Reporting Manual. 

2. 	 Discuss the procedures, set forth in step (1) above, with the personnel assigned responsibility of 
supervising the preparation and maintenance of NTD data with regards to their application of 
these procedures, and their opinion regarding whether following such procedures on a 
continual basis results in the accumulation and reporting of data consistent with the NTD 
definitions and requirements set forth in 49 CFR Part 630, Federal Register, December 6, 2007, 
and as presented in the 2013 Reporting Manual. 

We discussed the procedures, set forth in step (1) above, with the personnel assigned 
responsibility for supervising the preparation and maintenance of the NTD data, and were 
informed that the County followed the procedures on a continuous basis, and that it believes 
such procedures result in accumulation and reporting of data consistent with the NTD 
definitions and requirements set forth in 49 CFR Part 630, Federal Register, December 6, 2007, 
and as presented in the 2013 Reporting Manual. 

No findings were noted. 
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3. 	 Inquire of personnel assigned responsibility for supervising the preparation and maintenance of 
the NTD data concerning the retention policy that is followed by the County with respect to 
source documents supporting NTD data reported on the Federal Funding Allocation Statistics 
Form (FFA-10). 

We inquired of the personnel assigned responsibility for supervlsrng the preparation and 
maintenance of the NTD data concerning the retention policy that is followed by the County 
with respect to source documents supporting NTD data reported on the Federal Funding 
Allocation Statistics Form (FFA-10). The County follows a retention policy of at least three years 
for the noted documentation. 

No findings were noted. 

4. 	 Identify source documents which the FTA requires the County to retain for a minimum of three 
years. For each type of source document, select three months out of the year and determine 
whether the documents exist for each of these periods, for the following modes: ' 

• Bus Service Motorbus - Directly Operated 
• Demand Response - Purchase Transportation 
• Taxi - Demand Response - Purchase Transportation 

In performing procedures 5 through 11, we identified source documents which the FTA requires 
the County to retain for a minimum of three years. We reviewed these source documents for 
the months of September 2012, November 2012, and May 2013. 

The procedures (5-11) were applied separately to each of the information systems used to 
develop the reported vehicle revenue miles, passenger travel miles, and operating expenses of 
the County for the fiscal year ended June 30, 2013, for each of the following modes: 

• Bus Service Motorbus - Directly Operated 
• ' Demand Response - Purchase Transportation 
• Taxi - Demand Response - Purchase Transportation 

We selected a sample of each type of source document and observed that each type of source 
document exists for Motorbus, and Demand Response modes, respectively. We noted that in 
the current year, the County did not operate a Bus Service Motorbus Purchase Transportation 
mode. 

5. 	 Discuss the system of internal controls with the person responsible for supervIsing and 

maintaining the NTD data. Inquire about whether individuals, independent of those preparing 
the source documents and posting data summaries, review source documents and data 
summaries for completeness, accuracy and reasonableness, and determine the frequency of 
such reviews. 

We discussed the system of internal controls with the person responsible for supervising and 
maintaining the NTD data. We inquired whether individuals, independent of those preparing 
the source documents and posting data summaries, reviewed the source documents and data 
summaries for completeness, accuracy, and reasonableness. Additionally, we inquired about 
the frequency of such reviews. We noted that an individual independent of preparing the 
source documents and posting the data summaries was responsible for reviewing the source 
documents and data summaries for completeness, accuracy, and reasonableness at year-end, 
prior to the report's submission. 

2 



During our review of the required forms submitted to the FTA and their supporting 
documentation, two exceptions were noted to the Form F-lO. The state medicaid revenue and 
the federal medicaid revenue reported on the Form F-10 did not agree to the general ledger. 

In addition, we noted several exceptions to the Form 5-10 and F-30, supporting schedules for 
the FFA-10. Refer to #7 below. 

See Appendix A for the detail of exceptions. 

6. 	 Select a sample of the source documents for each mode, and determine that formal 
documentation of the review exists as required by the system of internal controls. If 
supervisors' signatures are not required, inquire how supervisors' reviews are performed. 

We selected samples of the source documents for each mode for the months of September 
2012, November 2012, and May 2013. We noted that there was no formal documentation of a 
review on each of the month's source documents. However, per discussion with management, 
financial reviews as well as service information are reviewed monthly and considered in 
management decisions. In addition, we obtained a copy of the transmittal form that is attached 
to the final NTD report prior to its submiSSion, which contains the name of the originator of the 
report, and is physically signed by the reviewer. We verbally confirmed with management that 
the Chief of Management Services and the Chief, Division of Transit Services reviews the NTD 
report, which is then officially submitted by the Chief, Division of Transit Services. 

No findings were noted. 

7. 	 Obtain the worksheets utilized by the County to prepare the final data that are transcribed onto 
the Federal Funding Allocation Statistics Form (FFA-10). Compare the periodic data included on 
the worksheets to the periodic summaries prepared by the County and test the arithmetical 
accuracy of the summaries. 

We obtained the worksheets utilized by the County to prepare the final data that are 
transcribed onto the Federal Funding Allocation Statistics Form (FFA-10). We compared the 
periodic data included on the worksheets to the periodic summaries prepared by the County 
and we tested the arithmetical accuracy of the summaries. 

During our review of the Form 5-10, a supporting schedule for the FFA-10, we noted four 
exceptions. For the Taxi - Demand Response - Purchase Transportation (DT/PT), the County 
reported an incorrect number of days in service on Form 5-10; however, this did not have an 
impact on the FFA-10. For the Demand Response - Purchase Transportation (DR/PT), the 
County reported an incorrect amount for the average unlinked passenger trips for an average 
Sunday on the Form 5-10; however, this did not have an impact on the FFA·10. In addition, the 
County reported an incorrect amount for the total unlinked passenger trips and total passenger 
miles traveled on the Form 5-10, which resulted in incorrect reporting on the FFA-10. 

During our review of Form F-30, a supporting schedule for the FFA-10, we noted three 
exceptions. For Motorbus - Directly Operated (MB/DO), the County reported an incorrect 
amount of expenses for vehicle maintenance. In addition, for DT/PT and DR/PT, total expenses 
for purchased transportation reported on the Form F-30 did not agree to the general ledger. 
The exceptions for operating expenses noted in Form F-30 were carried forward to the FFA-lO. 

See Appendix A for the detail of exceptions. 
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8. 	 Discuss the County's procedure for accumulating and recording passenger travel mile data in 
accordance with NTD requirements with the County's staff. 

We discussed the County's procedure for accumulating and recording passenger travel mile 
data in accordance with NTD requirements with the County's staff. We were informed that 
passenger travel mile data accumulation is completed utilizing an estimate based on statistical 
sampling for Motorbus Directly Operated and Demand Response Purchase Transportation. We 
were informed that the County uses an alternative sampling method which is approved by a 
qualified statistician in writing, and meets FTA's statistical requirements. 

No findings were noted. 

9. 	 Discuss with the County's staff the County's eligibility to conduct statistical sampling for 
passenger mile traveled data every third year. The criteria for the election are as follows: 

• 	 According to Census reporting, the public transit agency services an urbanized area of less 
than 500,000 in population. 

• 	 The County directly operates fewer than 100 revenue vehicles in all modes in annual 
maximum revenue service (in any-size urbanized area). 

• 	 The service is purchased from a seller operating fewer than 100 revenue vehicles in annual 
maximum revenue service, and is included in the County's NTD report. 

We discussed the County's eligibility to conduct statistical sampling for passenger travel mile 
data every third year with the County's staff. We determined that the County does not meet 
any of the three criteria that would allow it to conduct statistical sampling for accumulating 
passenger mile traveled data every third year. Therefore, the County conducts statistical 
sampling annually. 

10. Obtain a description of the sampling procedure for estimation of passenger mile traveled data 
used by the County and a copy of the County's working papers or methodology used to select 
the actual sample of runs for recording passenger mile traveled data. 

We obtained a description of the sampling procedures for estimation of passenger travel mile 
data used by the County and a copy of the County's working papers and methodology used to 
select the actual sample of runs for recording passenger mile traveled data. 

We noted that the County uses alternative sampling procedures for estimating passenger miles 
traveled. The procedures have been approved in writing by a qualified statistician who 
determined that the County's procedures meet the FTA's statistical requirements of 95% 
confidence rate and +/- 10% preCision. 

No findings were noted. 

11. Select a haphazard sample of source documents for accumulating passenger mile traveled data 
for each mode, ensure that the sample items are properly documented, and test the accuracy 
of the computations. 
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We selected a haphazard sample of source documents for accumulating passenger travel mile 
data for each of the modes, ensured the sample items were properly documented, and tested 
the accuracy of the computations. Data was selected for the following: 

• 	 Motorbus Directly Operated: September 2012, November 2012, May 2013, and annual 
documentation. 

• 	 Demand Response Purchase Transportation (DR/PT): September 2012, November 2012, 
May 2013, and annual documentation. 

• 	 Taxi - Demand Response - Purchase Transportation (DT/PT): September 2012, November 
2012, May 2013, and annual documentation. 

No findings were noted. 

12. 	Discuss the procedures for systematic exclusion of charter services, school bus, and other 
ineligible vehicle miles from the calculation of vehicle revenue miles with the County's staff. 

We discussed the procedures for the systematic exclusion of charter services and school 
services from the calculation of vehicle revenue miles with the County's staff. We noted that 
the County does not provide school or charter services. We reviewed summary schedules of 
vehicle revenue miles and noted that these services are excluded from the calculation. 

No findings were noted. 

13. Review the collection and recording methodology for vehicle revenue mile data and inspect the 
monthly summaries ofcompleted trips, noting that deadhead miles are systematically excluded 
from the computation. 

For vehicle revenue mile data, we reviewed the collection and recording methodology. We 
inspected the summaries of completed trips, noting that deadhead miles are systematically 
excluded from the computation. 

No findings were noted. 

14. 	For rail modes (if applicable), review the recording and accumulation sheets for vehicle revenue 
miles, and note that locomotive miles are not included in the computation. 

We noted that the County does not have a rail operation. 

15. 	For fixed guideway directional route miles reported, inquire of the County's staff responsible for 
maintaining, and reporting the NTD data, whether the operations meet the FTA's definition of 
fixed guideway, noting that operations do meet FTA's requirements. 

We noted that the County does not have a rail operation. 

16. Review the measurement of fixed guideway directional route miles for reporting the NTD data, 
and note that the mileage was computed in accordance with FTA's definitions of fixed guideway 
and directional route miles. Also inquire whether there were service changes during the year 
resulting in an increase or decrease in directional route miles. 

We noted that the County does not have a rail operation. 
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17. 	Measure fixed guideway directional route miles from maps or by retracing routes. 

We noted that the County does not have a rail operation. 

18. Inquire of the County's staff responsible for reporting the NTD data whether other public transit 
agencies operate service over the same fixed guideway as the County, and whether they are 
informed that while other transit agencies operate on the same fixed guideway segments as the 
County, no other FTA-funding recipient claims the same miles that are claimed by the County. 

We noted that the County does not have a rail operation. 

19. Compare the 2012 and 2013 Fixed Guideway Segments Form (S-20), and note that there were 
no changes. 

We noted that the County does not have a rail operation. 

20. 	Compare operating expenses on the Operating Summary Form (F-40) with audited financial 
data, after reconciling items were removed, noting agreement of the totals. 

We compared and reconciled the operating expenses on the Operating Summary Form (F-40) 
with the County's June 30, 2013 audited financial data and the operating expenses on Form F
30, which is a supporting schedule to Form F-40. We noted three instances where the 
information on the Form F-30 did not agree to the audited financial data. These exceptions for 
operating expenses noted on Form F-30 were carried forward to the Form F-40. Refer to #7 for 
detail of exceptions noted on the Form F-30. 

See Appendix A for the detail of exceptions. 

21. 	For the County's purchase of transportation services from private providers in the Demand 
Response - Purchase Transportation, Taxi - Demand Response - Purchase Transportation and 
Motorbus Directly Operated modes, obtain supporting documentation for the amount of 
purchased transportation-generated fare revenues, and agree that amount to the amount 
reported on the Contractual Relationship Identification Form (B-30), noting agreement of the 
totals. 

For the County's purchase of transportation services from private providers in the Demand 
Response - Purchase Transportation; and Taxi - Demand Response - Purchase Transportation 
modes, we obtained supporting documentation, which included contracts with taxi-cab 
companies and trial balance reports, for the amount of purchased transportation-generated 
fare revenues, and agreed that amount to the amount reported on the Contractual Relationship 
Identification Form (B-30), noting agreement of the totals. We noted that the County did not 
operate a Bus Service Motorbus Purchase Transportation mode in the current year. 

No findings were noted. 

22. 	Perform procedures 5 thru 11 over the purchase of transportation services in the Demand 
Response - Purchase Transportation, Taxi - Demand Response - Purchase Transportation and 
Motorbus Directly Operated mode data. 
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We performed procedures 5 thru 11 over the purchase of transportation services in the 
Demand Response Purchase Transportation, Taxi Demand Response - Purchase 
Transportation and Motorbus mode data. 

No findings were noted. 

23. 	For the County's purchase of transportation services in the Demand Response - Purchase 
Transportation, Taxi - Demand Response - Purchase Transportation and Motorbus Directly 
Operated modes, obtain a copy of the purchase transportation contract and note that the 
contract specifies (1) the mass transportation services to be provided; (2) the monetary 
consideration obligated by the County contracting for the service; (3) the period covered by the 
contract and that this period is the same as, or a portion of the period covered by the County's 
NTD report; and (4) is signed by representatives of both parties to the contract. Inquire of the 
person responsible for maintaining the NTD data regarding the retention of the executed 
contracts, and ensure that the contracts are retained for three years. 

For the County's purchase of transportation services in the Demand Response - Purchase 
Transportation, Taxi - Demand Response - Purchase Transportation and Motorbus Directly 
Operated modes, we obtained a copy of the purchase transportation contract and noted that 
the contract (1) specifies the specific mass transportation services to be provided; (2) specifies 
the monetary consideration obligated by the County contracting for the service; (3) specifies 
the period covered by the contract and that this period is the same as, or a portion of the 
period covered by the County's NTD report; and (4) is signed by representatives of both parties 
to the contract. We inquired of the person responsible for maintaining the NTD data regarding 
the retention of the executed contract, and were informed that copies of the contracts are 
retained for three years. 

No findings were noted. 

The rates for taxi-cab drivers are governed by the Taxi-Cab Commission. Contract addendums 
are not required by the County for newly established rates. 

24. 	Inquire of the County's staff responsible for maintaining the NTD data regarding the procedures 
for allocating statistics between urbanized areas and non-urbanized areas. Obtain worksheets, 
route maps, and urbanized area boundaries used for allocating the statistics and note that 100% 
of the County's operations fall within an urbanized area. 

We inquired of the County's staff responsible for maintaining the NTD data regarding the 
procedures for allocating statistics between urbanized areas and non-urbanized areas. We 
obtained worksheets, route maps, and urbanized area boundaries used for allocating the 
statistics and noted that 100% of the County's operations fall within an urbanized area. 

No findings were noted. 

25. 	Compare the data reported on the Federal Funding Allocations Statistics Form (FFA-l0) to 
comparable data from the prior report year, and calculate the percentage change from prior 
year to the current year. For vehicle revenue miles, passenger miles or operating expense data 
that increase or decrease by more than 10%, and for fixed guideway directional route mile data 
that increase or decrease by more than 1%, inquire of the County's management regarding the 
specifics of operations that led to the variances in the data. 
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We compared the data reported on the Federal Funding Allocations Statistics Form (FFA-10) to 
comparable data from the prior report year and calculated the percentage change from the 
prior year to the current year. For vehicle revenue miles, passenger miles or operating expense 
data that increased or decreased by more than 10%, we inquired of the County's management 
regarding the specifics of operations that led to the variances in the data. The County provided 
explanations for all variances noted. The County does not have a rail operation. The following 
were components that increased or decreased by the levels stated above. 

• 	 Demand Response - Purchase Transportation (DR/PT): 

Vehicle Revenue Miles decreased 13% 

Passenger Miles Traveled decreased 13% 


• 	 Taxi - Demand Response - Purchase Transportation (DT/PT): 

Vehicle Revenue Hours decreased 14% 

Vehicle Revenue Miles decreased 19% 

Passenger Miles Traveled decreased 19% 


• 	 Motorbus - Directly Operated (MB/DO): 

Passenger Miles Traveled decreased 11% 


We were not engaged to and did not conduct an examination, the objective of which would be the 
expression of an opinion on management's assertion. Accordingly, we do not express such an opinion. 
Had we performed additional procedures, other matters might have come to our attention that would 
have been reported to you. 

This report is intended solely for the information and use of the County Council and management of the 
County and the FTA, and is not intended to be, and should not be, used by anyone other than these 
specified parties. 

CLiFTONLARSONAllEN llP 

Baltimore, Maryland 
March 19, 2014 
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FEDERAL TRANSIT ADMINISTRATION'S NATIONAL TRANSIT DATABASE 

Form F-lO 

Form F-10 

Form F-30 

Form F-30 

Form F-30 

Form S-10 

Form S-10 

Form S-10 

Form S-lO 

Form 

Sources of Funds - Funds 
Expended & Funds Earned 

Sources of Funds - Funds 
Expended & Funds Earned 

Operating Expenses 

Operating Expenses 

Operating Expenses 

Service Non-Rail 

Service Non-Rail 

Service Non-Rail 

Service Non-Rail 

Mode 

N/A 

N/A 


MDDO 


DTPT 


DR PT 


DTPT 


DRPT 


DRPT 


DR PT 


JUNE 30, 2013 

APPENDIX A 


DETAil OF EXCEPTIONS 


Line 

Funds Allocated to Transit out of General 
45 

Revenues of the Government Entity 

75 Other Federal Funds 

6b Vehicle maintenance Tires and tubes 

15e Total modal expenses 

15e Total modal expenses 

21 Days operated 

18b Unlinked passenger trips - Average Sunday 

18d Unlinked passenger trips - Annual Total 

20d Passenger miles traveled - Annual Total 

FY 13 Original 


Submission 


.} 4,158,010 

1,173,019 

9,191 

4,706,100 

1,226,119 

249 

8 

17,441 

136,200 

Per Supporting 

Documentation 

$ 4,375,463 

371,788 

15,662 

4,714,453 

1,227,119 

363 

9 

17,465 

136,323 

Variance 

Carried Forward 

to FFA-10? 

$ (217,453) No 

801,231 

(6,471) 

(8,353) 

(1,000) 

(114) 

(1) 

(24) 

(123) 

No 

Yes 

Yes 

Yes 

No 

No 

Yes 

Yes 

® 
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NTD 10: 3051 Agency Name: Ride-On Montgomery County Trand Report: RY 2013 Onginal Submission 1216113 
fonn Name: Federal Funding Allocation Statistics (FFA-10) 

Une 

Item 

01 Urbanized area (UZA) numbor 

(to allocate to UZA fill corresponding checkbox in line 02) 


02 Urbanized area (UZA) and Non-UZA reporting method 


Annual Total 


04 Total actual vehicle revenue hours (VRH) 


06 Total unlinked passenger trips (UPT) 


NOIl·Fixed Guideway 


13 Actual vehicle revenue miles (VRM) 


14 Passenger miles traveled (PMn 


15 Operating expenses (OE) 


Mode: DR Service: PT 

a 

Data from 
Other Forms 

b. Actual Data 

10,517 

17,441 

136,200 

136,200 

1,226,119 

b 

Percent 
of Total 

UZA8 

~j 

10,517 100.0",1. 

17,441 100.0% 

136,200 100.0% 

136,200 100.0% 

1,226,119 100.0% 

Annual 
Total 

10,517 

17,441 

136,200 

136,200 

1,226,119 



NTO 10: 3051 Agency Name: Ride-On Montgomery County Trans. 
Form Name: Federal Funding AllOCa1iOn Statistics (FFA·l0) Mode: Me 

Line 

Ilem 

01 Urbanized area (UZA) number 

(to allocate to UZA fill corresponding checkbox in line 02) 


02 Urbanized area (UZA) and Non·UZA reporting method 


Annual Total 

03 Total aclual vehicle revenue miles (VRM) 


04 Total actual vehicle revenue hours (VRH) 


05 Total passenger miles traveled (PMT) 


00 Total unlinked passenger trips (UPT) 


07 Total operating expenses (OE) 


Non·Fixed Guideway 


13 Actual vehicle revenue miles (VRM) 


14 Passenger miles traveled (PMT) 


15 Operabng expenses (OE) 


Data from 
QtherForms 

b. Actual Data 

12,322,456 

971,000 

96,519,501 

26,603,229 

104,700,464 

b 

Percent 
of Total 

UZA 8 

G'J 

12,322,456 100.0% 

971,060 100.0% 

96,519,501 100.0% 

26,603,229 100.0% 

104,700,464 100.0% 

12,322,456 100.0% 

96,519,501 100.0% 

104,700.464 100.0% 

Annual 
Total 

12,322,456 

971,000 

96,519,501 

26,603,229 

104,700,464 

12,322,456 

96,519,501 

104,700,464 
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NTD 10: 3051 Agency Name: Ride-On MonlgoffiSl)' County Transrt Report: RY 2013 Onginal Submission 1216113 
Form Name: Federal Funding Allocation Statistics (FFA-10) Mode: DT Service: I'T 

line a b 

Item 

UZA8 
\J.iJU......."""" a ...... \'.u... r ....'.'.... , ......... 


allocate to UZA fill corresoondlna checkbox in line 02) 

b. Actual Data 
02 Urbanized area (UZA) and Non-UZA reporting method ~ 

Annual Total 

89,626 89,626 100.0% 89,626
04 T Oial actual vehicle revenue hours (VRH) 

191,998 191,998 100.0% 191,998
06 Total unlinked passenger trips (UPT) 

Non-Fixed Guideway 

1,276,787 1,276,787 100.O"h 1,276,787
13 Actual vehicle revenue miles (VRM) 

1,276,787 1,276,787 100.0% 1,276,787
14 Passenger miles traveled (PMT) 

4,706,100 4,706,100 100.0% 4.706,100
15 Operating expenses (OE) 

(1) 
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Independent Auditor's Report 

The Honorable County Council 
of Montgomery County, Maryland 

Rockville, Maryland 

Report on the Financial Statements 

We have audited the accompanying Schedule of Maintenance and Operating Revenues and 
Expenditures of the Maryland 911 Emergency Number Systems Program of Montgomery County, 
Maryland (the County 911 Program) for the year ended June 3D, 2013, and the related notes to the 
schedule. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of this schedule in accordance with 
accounting principles prescribed by the laws and regulations governed by the Maryland 911 Emergency 
Number Systems Board as set forth in Public Safety Article - Sections 1-301 through 1-312. 
Management is also responsible for the deSign, implementation and maintenance of internal control 
relevant to the preparation and fair presentation of the schedule that are free from material 
misstatement, whether due to fraud or error. 

Auditors'Responsibility 

Our responsibility is to express an opinion on this schedule based on our audit. We conducted our audit 
in accordance with auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States. Those standards require that we plan and perform the audit 
to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the schedule. The procedures selected depend on the auditors' judgment, including the assessment of 
the risks of material misstatement of the schedule, whether due to fraud or error. (n making those risk 
assessments, the auditor considers internal control relevant to the entity's preparation and fair 
presentation of the schedule in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the schedule. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 

1lSiii4ra 
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Opinion 

In our opinion, the Schedule of Maintenance and Operating Revenues and Expenditures referred to 
above is presented fairly, in all material respects, the maintenance and operating revenues and 
expenditures of the Maryland 911 Emergency Number Systems Program of Montgomery County, 
Maryland for the year ended June 30, 2013, on the basis of accounting described in Note 1. 

Basis 0/Accounting 

We draw attention to Note 1 of the financial statements, which describes the basis of accounting. The 
financial statements were prepared on the basis of the financial reporting provisions of the Maryland 
911 Emergency Number Systems Board, as set forth in Public Safety Article - Sections 1-301 through 1
312, which is a basis of accounting other than accounting principles generally accepted in the United 
States of America to comply with the requirement of the Maryland 911 Emergency Number Systems 
Board. Our opinion is not modified with respect to this matter. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated December 20, 
2013,on our consideration of the County 911 Program's internal control over financial reporting and on 
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements 
and other matters. The purpose of that report is to describe the scope of our testing of internal control 
over financial reporting and compliance and the result of that testing, and not to provide an opinion on 
internal control over financial reporting or on compliance. That report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the County 911 Program's 
internal control over financial reporting and compliance. 

Restriction on Use 
This report is intended solely for the information and use of Montgomery County, Maryland 
management, County Council, and the Maryland Emergency Number Systems Board and is not intended 
to be and should not be used by anyone other than those specified parties. 

~LL? 
CliftonLarsonAlien LLP 

Arlington, Virginia 
December 20, 2013 
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MARYLAND 911 EMERGENCY NUMBER SYSTEMS PROGRAM 

MONTGOMERY COUNTY, MARYLAND 


SCHEDULE OF MAINTENANCE AND OPERATING 

REVENUES AND EXPENDITURES 


Yeat Ended June 30, 2013 

REVENUES 
County fee 

Interest income 


Total revenues 

EXPENDITURES 
Personnel costs 
Non-personnel costs: 


Telephone 

Rent 

Repairs 

Utilities 

M isceIianeous 


Total expenditures 

OPERATING EXPENDITURES IN EXCESS OF REVENUES 

$ 5,053,910 
56,944 

5,110,854 

6,505,894 

1,373,979 
954,924 
158,202 
402,588 
489,002 

9,884,589 

S (4,773.7351 

The accompanying notes are an integral part of this schedule. 
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MARYLAND 911 EMERGENCY NUMBER SYSTEMS PROGRAM 

MONTGOMERY COUNTY, MARYLAND 


NOTES TO THE SCHEDULE OF MAINTENANCE AND OPERATING 

REVENUES AND EXPENDITURES 


June 30, 2013 


NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Reporting Entity 

911 is the three-digit telephone number that has been designated for public use throughout the United 
States in requesting emergency assistance. The 911 System (the System) allows an individual to reach a 
centralized dispatch center for all emergency services, eliminating the need to recall the separate 10
digit numbers for each emergency service provided in a political jurisdiction. Generally, each political 
jurisdiction maintains a centralized dispatch center. 

Basis of Accounting and Financial Statement Presentation 

The Schedule of Maintenance and Operating Revenues and Expenditures is prepared on the modified 
accrual basis of accounting whereby revenues are recorded when susceptible to accrual, which is 
defined as when the revenues are both measurable and available. "Measurable" means the amount of 
the transaction can be determined, and "available" means collectible within the current period or soon 
thereafter to pay liabilities of the current period (Le., within 60 days after year-end). Expenditures are 
recorded when the liability is incurred. 

The accompanying Schedule of Maintenance and Operating Revenues and Expenditures was prepared 
to present the maintenance and operating revenues and expenditures of the County's 911 System 
centralized dispatch center pursuant to Section 1-312 of the Code, which prescribes accounting 
procedures for 911 maintenance and operating revenues and expenditures, and establishes limits on the 
types and amounts of revenues that can be used for personnel and other maintenance and operating 
expenditures. 

The Schedule of Maintenance and Operating Revenues and Expenditures reflects the designated 
revenue from the Emergency Number Systems Board of the Maryland Department of Public Safety and 
Correctional Services (the Board) and the expenditures incurred to run the System. The County funds 
the difference between the Board revenue and total expenditures. 

The accompanying schedule does not purport to, and does not, present fairly the financial position of 
Montgomery County, Maryland, as of June 30, 2013, and changes in its financial position and, where 
applicable, cash flows thereof for the year then ended in conformity with U.S. generally accepted 
accounting principles. 

Statutory Reporting 

The reported revenues and expenditures of the Program are included in the County's General Fund and 
include the following: 

Revenues: 
A County fee (additional charge) of $.75 per month per subscriber to 911-accessible service is 
deposited into the State 911 Trust Fund and distributed (on a quarterly basis) to Montgomery County 
by the Maryland Department of Public Safety and Correctional Services for eligible operation and 
maintenance costs. The County fee is pursuant to Title 1, Subtitle 3, Section 1-311 of the Annotated 
Code of Maryland. Distribution of any interest earned is done 50 at the discretion of the Board. 
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MARYLAND 911 EMERGENCY NUMBER SYSTEMS PROGRAM 

MONTGOMERY COUNTY, MARYLAND 


NOTES TO THE SCHEDULE OF MAINTENANCE AND OPERATING 

REVENUES AND EXPENDITURES 


June 30, 2013 


NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Statutory Reporting (Continued) 

Expenditures: 
Reported expenditures for eligible operation and maintenance costs include telephone company 
charges, equipment costs or equipment lease charges, system enhancements, repairs, utilities, 
personnel costs, and appropriate carryover costs from previous years (Maryland Annotated Code, 
Public Safety Article Section 1-312(b)). 

NOTE 2 - SUBSEQUENT EVENTS 

Management evaluated subsequent events through December 20, 2013, the date the financial 
statements were available to be issued. Events or transactions occurring after June 30, 2013, but prior to 
December 20, 2013 that provided additional evidence about conditions that existed at June 30, 2013, 
have been recognized in the financial statements for the year ended June 30, 2013. Events or 
transactions that provided evidence about conditions that did not exist at June 30, 2013, but arose 
before the financial statements were available to be issued, have not been recognized in the financial 
statements for the year ended June 30, 2013. 

This information is an integral part of the accompanying schedule. 
S 



CliftonLarsonAilen LLP 
VfflW.cliflonlarsonalien.com 

CliftonLarsonAllen 

Independent Auditors Report on Internal Control Over Financial Reporting 

and on Compliance and Other Matters Based on an Audit of Financial Statements Performed in 


Accordance with Government Auditing Standards 


The Honorable County Council 
of Montgomery County, Maryland 

Rockville, Maryland 

We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards issued 
by the Comptroller General of the United States, the Schedule of Maintenance and Operating Revenues and 
Expenditures of the Maryland 911 Emergency Number Systems Program of Montgomery County, Maryland 
(the County 911 Program) for the year ended June 3D, 2013, and the related notes to the schedule and have 
issued our report thereon dated December 20, 2013. The financial statements were prepared on the basis 
of the financial reporting provisions of the Maryland 911 Emergency Number Systems Board, as set forth in 
Public Safety Article - Sections 1-301 through 1-312, which is a basis of accounting other than accounting 
principles generally accepted in the United States of America to comply with the requirement of the 
Maryland 911 Emergency Systems Board. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the County 911 Program's 
internal control over financial reporting (internal control) to determine the audit procedures that are 
appropriate in the circumstances for the purpose of expressing our opinion on the schedule, but not for the 
purpose of expressing an opinion on the effectiveness of the County 911 Program's internal control. 
Accordingly, we do not express an opinion on the effectiveness of the County 911 Program's internal 
control. 

A deficiency in internal control exists when the design or operation of a control does not allow management 
or employees, in the normal course of performing their assigned functions, to prevent, or detect and 
correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination of 
deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement of 
the entity's financial statements will not be prevented, or detected and corrected on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe 
than a material weakness, yet important enough to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Schedule of Maintenance and Operating 
Revenues and Expenditures of the Maryland 911 Emergency Number Systems Program of Montgomery 
County, Maryland is free from material misstatement, we performed tests of its compliance with certain 
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a 
direct and material effect on the determination of schedule amounts. However, providing an opinion on 
compliance with those provisions was not an objective of our audit, and accordingly, we do not express such 
an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are 
required to be reported under Government Auditing Standards. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the result of that testing, and not to provide an opinion on the effectiveness of the entity's internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity's internal control and compliance. Accordingly, this 
communication is not suitable for any other purpose. 

CliftonLarsonAllen LLP 

Arlington, Virginia 
December 20, 2013 



CONTRACT AMENDMENT #1 

CONTRACT NUMBER 1322846323 


This Amendment is entered into between Montgomery County, Maryland, on behalf of the County 
Council for Montgomery County, Maryland ("Council"), and CliftonLarsonAllen LLP, 9515 
Deereco Road, Suite 500, Timonium, MD 21093 ("Contractor"). 

BACKGROUND 

1. 	 The Council and the Contractor entered into Contract No. 1322846323 on April 25, 2013. The 
current contract expires on July 25,2014. 

2. 	 The purpose of this Contract is to provide for auditing services as required by Section 315 of the 
Montgomery County Charter. 

3. 	 The Council may renew the Contract, one year at a time, for two additional one-year periods. 
The Auditor's services are needed to conduct the Fiscal Year 2014 audit. This Contract 
Amendment renews the contract for the fIrst of the two one-year periods. 

4. 	 Under this Contract, Article V. "Payments", Paragraph E. Payments in Subsequent Years., the fee 
for Contractor services is fIrm for a period of two years after execution of the Contract. After the 
two-year period, the Contractor may request a price adjustment based on the CPI for all urban 
consumers issued for the Washington-Baltimore, DC-MD-VA-WV Metropolitan area by the 
United States Department of Labor, Bureau ofLabor Statistics. The Auditor is not permitted 
under the contract to request a price adjustment for conducting the Fiscal Year 2014 audit. 

CHANGE 

1. 	 Article V. "Payments", Paragraph A., Subparagraph 1. Payment for Subparagraphs 1, 2, 3, 4,5, 
lla, and 12a - County Government Basic Financial Statements Audit. Single Audit, Maryland 
State Uniform Financial Report, Arbitrage, Fiscal Year Closing, related Management Letter, and 
assistance with GFOA CertifIcate ofAchievement for Excellence in Financial Reporting is 
amended by adding the following: 

a. The County will pay the Contractor a fIxed fee not to exceed $239,901 for Fiscal Year 2014 
audit services performed under this portion of the Contract. The Council will pay the 
Contractor on a monthly basis for work completed during the month, on the condition that the 
Contract Administrator determines, in his or her sole discretion, that the Contractor is making 
satisfactory progress toward completing all aUditing services. The Independent Audit Non
Departmental Account is the source of funds. The Contract Administrator is responsible for 
approving invoices and paying the Contractor for services satisfactorily performed under this 
portion of the Contract. 

2. 	 Article V. "Payments", Paragraph A., Subparagraph 2. Payment for Subparagraph 6 - Agreed
Upon Procedures for the National Transit Database Report is amended by adding the following: 

a. 	The County will pay the Contractor a fIxed fee not to exceed $9,540 for Fiscal Year 2014 
audit services performed under this portion of the Contract. The County will pay the 
Contractor in two equal installments, with the fIrst installment paid upon completion of the 
Contractor's fIeld work, and the second installment paid after the Council accepts the 
deliver abIes described in Article II. "Deliverables", Paragraph B., Subparagraph 5. The 
Independent Audit Non-Departmental Account is the source of funds. The Contract 
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Administrator is responsible for approving invoices and paying the Contractor for services 
satisfactorily perfonned under this portion of the Contract. 

3. 	 Article V. "Payments", Paragraph A., Subparagraph 3. Payment for Subparagraph 7 - Agreed
Upon Procedures for the Chief Financial Officer's Annual Certification of Financial Assurance 
Mechanisms for Local Government Owners and Operators of Municipal Solid Waste Landfill 
Facilities is amended by adding the following 

a. The County will pay the Contractor a fixed fee not to exceed $2,804 for Fiscal Year 2014 
audit services perfonned under this portion of the Contract. The County will pay the 
Contractor after the Council accepts the deliverables described in Article II. "Deliverables", 
Paragraph B., Subparagraph 6. The Solid Waste Disposal Fund will be the source of funds. 
The Department ofTransportation is responsible for approving invoices and paying the 
Contractor for services satisfactorily perfonned under this portion of the Contract. 

4. 	 Article V. "Payments", Paragraph A., Subparagraph 4. Payment for Subparagraph 8 - 9-1-1 
System Audit is amended by adding the following: 

a. The State of Maryland will pay the Contractor a fixed fee not to exceed $4,224 for Fiscal Year 
2014 audit services perfonned under this portion of the Contract. The State will pay the 
Contractor upon the Emergency Number Systems Board's acceptance of the deliverables 
described in Article II. "Deliverables", Paragraph B., Subparagraph 7. Emergency Number 
Systems Board funds will be the source offunds. The Emergency Number Systems Board is 
responsible for approving invoices and paying the Contractor for services satisfactorily 
perfonned under this portion of the Contract. 

5. 	 Article V. "Payments", Paragraph A., Subparagraph 5. Payment for Subparagraphs 9. lIb and 
12b - Employee Retirement Plans Basic Financial Statements Audit. related Management Letter, 
and assistance with GFOA Certificate of Achievement for Excellence in Financial Reporting is 
amended by adding the following: 

a. The County will pay the Contractor a fixed fee not to exceed $31,268 for Fiscal Year 2014 
audit services perfonned under this portion of the Contract. The County will pay the 
Contractor on a monthly basis for work completed, on the condition that the Board of 
Investment Trustees' designee detennines that the Contractor is making satisfactory progress 
toward completing all auditing services. The Employees' Retirement System, the Retirement 
Savings Plan, and the County's General Fund (on behalfof the Deferred Compensation Plan) 
will be the source of funds. The Board of Investment Trustees' designee is responsible for 
approving invoices and paying the Contractor for services satisfactorily perfonned under this 
portion of the Contract. 

6. 	 Article V. "Payments", Paragraph A., Subparagraph 6. Payments for Subparagraphs 10, 11c
Montgomery County Union Employees Deferred Compensation Plan Audit and related 
Management Letter is amended by adding the following: 

a. The County will pay the Contractor a fixed fee not to exceed $16,324 for Fiscal Year 2014 
audit services perfonned under this portion of the Contract. The County will pay the 
Contractor on a monthly basis for work completed during the month, on the condition that the 
Contract Administrator determines, in his or her sole discretion, that the Contractor is making 
satisfactory progress toward completing all auditing services. The Independent Audit Non
Departmental Account is the source of funds. The Contract Administrator is responsible for 
approving invoices and paying the Contractor for services satisfactorily performed under this 
portion of the Contract. 
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7. 	 This Contract is renewed for an additional tenn ofone year from July 25, 2014 through July 24, 
2015. 

EFFECT 

1. 	 Existing Contract tenns remain in effect unless specifically changed by this Amendment. 

2. 	 This Amendment is entered into prior to the expiration of the Contract. 

3. 	 This Amendment is entered into on the date of signature by the President of the County Council 
for Montgomery County, Maryland. 

4. 	 No goods or services are to be provided pursuant to this Amendment until it is signed by the 
President of the County Council for Montgomery County, Maryland. 

(Signature Page Follows) 
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WITNESS 

CliftonLarsonAllen LLP 

DATE ____________ 

Keith Novak, Principal 
CliftonLarsonAllen LLP 

-Montgomery County, Maryland 

By:__________________________________ DATE _____________ 
Craig Rice, President 
Montgomery County Council 

Approved to as to form and legality: 
/-"") 

BY:/~
)Valter Wilson 

DATE _J::...-V1_V_f-!..'i_ 
/"Associate County Attorney 
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Resolution 
Introduction 
Adopted 

COUNTY COUNCIL 

FOR MONTGOMERY COUNTY, MARYLAND 


By County Council 

SUBJECT: Renewal of Council Contract for Audit Services 

Background 

1. 	 Section 315 of the Montgomery County Charter states that: "The Council shall contract with, 
or otherwise employ, a certified public accountant to make annually an independent post 
audit of all financial records and actions of the County, its officials and employees." 

The Montgomery County Code (Section 33-51(c)) indicates that: "An independent audit of 
the retirement system will be completed annually by the firm ofcertified public accountants 
under contract with the Council." 

The Montgomery County Code (Section 21-24(d)) states that: "Financial transactions 

involving County fire tax funds must be included in the annual audit required by the 

Charter." 


2. 	 Council Resolution No. 16-326, adopted October 2, 2007, established Council procedures for 
the selection of the independent auditor. The procedures direct the Council's Management 
and Fiscal Policy Committee to perform the functions of the Contractor Qualification and 
Selection Committee, including reviewing and evaluating proposals and recommending 
independent auditors to the County Council. 

3. 	 Council Resolution No. 16-826, adopted January 27,2009, established a Council Audit 
Committee consisting of the members of the Management and Fiscal Policy Committee 
(currently known as the Government Operations and Fiscal Policy Committee) and the 
Council President and Council Vice President as ex officio members. The Audit Committee 
is charged with providing oversight of, among other things, County audit activities and 
fulfills the functions ofthe Management and Fiscal Policy Committee established in Council 
Resolution No. 16-326. 



4. 	 The procedures in Council Resolution No. 16-326 indicate that the final selection of the 
independent auditor will be made by the County Council. 

5. 	 The Audit Committee unanimously recommends that the Council renew the contract with the 
firm of CliftonLarsonAllen LLP to conduct the audit of the County Government financial 
statements for the fiscal year ending June 30, 2014; the audit of the Montgomery County 
Employee Retirement Plans financial statements for the fiscal year ending June 30,2014; the 
audit of the Montgomery County Union Employees Deferred Compensation Plan financial 
statements for the calendar year ending December 31, 2014; and other tests, reviews and 
certifications. The contract provides that Council may renew the contract with 
CliftonLarsonAllen LLP to complete the audits for the fiscal years ending June 30,2014 and 
2015 and the calendar years ending December 31,2014 and 2015. 

Action 

The County Council for Montgomery County, Maryland approves the Audit Committee 
recommendation and authorizes the Council President to renew the contract with 
CliftonLarsonAllen LLP to conduct the audit of the County Government financial statements for 
the fiscal year ending June 30, 2014; the audit of the Montgomery County Employee Retirement 
Plans financial statements for the fiscal year ending June 30,2014; the audit of the Montgomery 
County Union Employees Deferred Compensation Plan financial statements for the calendar year 
ending December 31, 2014; and other tests, reviews and certifications. 

This is a correct copy of Council action. 

Linda M. Lauer, Clerk of the Council 


